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1CHAPTER I
INTRODUCTION
Purpose of the Study
The textile industry is the biggest one among the
domestic industries in terms of export value and employment
in Hong Kong. For the year 1970, 45 per cent of domestic
exports in terms of value were textile products, and 40 per
cent of the total manufacturing labor force were employed by
the textile industry.' So, its contribution to the local
economy is obvious.
The textile industry comprises cotton and woollen
spinning, weaving, finishing and dyeing, cotton and wool
knitting, and cut-and-sewn garment manufacturing.2 According
to statistical data, about 90 per cent of cotton yarns used
by local weaving manufacturers are spun by spinning mills in
Hong Kong. 3 In fact, in 196 9, only 8% of the local yarns were
1Hong Kong Government, Hong Kong Annual Report, 1970
(Hong Kong: Government Printer, 1970), pp. 40-41.
2Federation of Hong Kong Industries, Annual Report, 1969
(Hong Kong: Federation of Hong Kong Industries, 1970), p. 43.
Ibid.
2exported. Thus, although cotton spinning is just one section
of the textile industry in Hong Kong, it is the basis of the
entire industry without which the textile industry would not
have developed to the present stage. But the future of the
cotton spinning industry is not optimistic.1 The quotas set
by developed countries and the strong competition from other
Asian countries, such as South Korea and Pakistan, would limit
the progress of the cotton spinning industry. Therefore,
since the mid-sixties, the cotton spinning industry has deve-
loped towards the spinning of blended yarns (cotton fibres
blended with man-made fibres) in order to open a new market
to counter such problems. In 1970, already 21 out of the 35
textile companies are engaged in the production of polyester-
cotton and polyester-viscose yarn, for which there is a rapid
growth in demand.2 However, to increase productivity and
improve product quality so that the Hong Kong textile industry
can.compete in the upper segment cannot be accomplished if
there are not enough workers available. For the past few years
Hong Kong has been suffering from a general labor shortage.3
1Wah Kiu Yat Po, February 8 and February 9, 1971.
2Hong Kong Government, Hong Kong Annual Report 1970
(Hong Kong: Government Printer, 1970), p. 41.
3Wah Kiu Yat Po, November 24, 1969 and May 30, 1970,
3The labor shortage is more acute in the cotton spinning
industry, due to the establishment of new industries, such
as the wig and electronics industries, which offer much higher
wages or better working conditions to the workers, and the
labor turnover among the spinning mills.
The purpose of this study is, therefore, to analyze the
present situation of the labor problem in the cotton spinning
industry with reference to the incentive systems for employees.
From the general practices of incentive systems, the author
will try to examine whether they are sufficient and adequate
to face the challenge of the labor shortage with a view to
giving some suggestions to the local industrialists.
Since this study is confined to the cotton spinning in-
dustry, it begins in Chapter I with a brief review of the
nature of the cotton spinning industry and its situation in
Hong Kong. It is then followed by a discussion of some
general principles and practices of incentive systems in
Chapter II in order to form the bases of evaluation. The
actual practices of incentive systems are introduced in
Chapter III, and some comments and suggestions are listed in
the final Chapter.
4The Hong Kong Cotton Spinning Industry
Definition
Cotton spinning is the process of reducing cotton fibres
to a workable yarn for weaving or other purposes. The
"Encyclopedia of Textiles" defines spinning as follows:
Spinning is the process by which short fibres are
converted cohesively into continuous yarn so they can
be woven into cloth. Most fibres are not long enough
in their raw state to be used for weaving. They must
therefore be drawn, drafted among themselves by draft-
ing, and twisted together to make a continuous, strong,
uniform and workable strand. This is yarn.1
However, the use of fibres other than cotton and new
processes in the finishing and garment industries are of grow-
ing importance. Twenty-one textile companies are engaged in
the production of polyester-cotton and polyester-viscose yarn
for weaving into shirting and other fabrics for which there
is a rapid growth in demand.2 This, compared with the only
one spinning mill producing blended yarn in 1962, is a
spectacular expansion.3 The growing importance of blended
yarn can also be seen by comparing its 1964 production of
971,961 pounds with its 1969 production of 29,173,976 pounds.4
1The Manufacturing Process, Encyclopedia of Textiles,
1960, p. 353.
2Hong Kong Government, Hong Kong Annual Report 1970
(Hong Kong: Government Printer, 1970), p. 41.
3Kayser Sung and R. H. Leary, Asian Textile Bi-annual
1965-1966, (Hong Kong: Far Eastern Economic Review Ltd.,
1965), p. 90.
4Information furnished by the Census and Statistics
Department.
5No significant change in machinery and technology is
needed in order to shift to the production of blended yarn.
And since there were signs of a rapid development in this
field consequent upon fast-growing worldwide demand for poly-
ester fabrics, particularly in the United States, there is a
growing belief that the increased use of synthetic material
will be the salvation of Hong Kong's textile industry, rais-
ing it into a class above that of the newest industries in the
developing countries and enabling it to bid for business in
more sophisticated markets.
The Production Process
Cotton spinning is a line process. From cotton mixing
to spinning, cotton yarn is produced step by step. From Open-
ing to Roving is called the first stage and from Spinning to
Packing is called.the second stage. For a small mill, each
stage is headed by a supervisor in a shift. For a large one,
each stage has two or more supervisors heading different rooms
of a stage.
There are usually five production rooms in a cotton spinning
mill. They are the Mixing and Blowing Room, the Carding Room,
the Roving Room, the Spinning Room, and the Packing Room.
However, the number of production rooms and the machines
located in these rooms are determined by various situations
depending on the size of the mill, the availability of space,
and so on.
6The production process of spinning and the products
produced in each step are illustrated in Figure 1 on the next
page. In general, cotton yarn production consists of the
following steps:
Opening of Bales. Raw cottons are imported from overseas,
mainly from the U.S.A., Pakistan, Tanganyika, Egypt, India and
Brazil. Man-made fibres are imported from Britain, Japan and
West Germany. They are packed in bales for the convenience of
shipping. So, the first step is to open the bales.
Mixing or Blending. After different kinds and grades
of raw cotton are opened, they are put in the blowing machine
where they are blended in a given percentage to produce
different counts, or kinds, of-yarn specified by the buyer and
to lower the materials costs.
Picking and Lapping. Within the same machine, lumps of
cotton fibres are loosened and the heavier impurities are
cleaned off. The cotton fibre is now formed into a loosely
compressed cotton sheet rolled into a Lap, and is ready for
carding.
Carding. The fibres of a lap are then straightened by
the carding machine and drawn in parallel rows by a revolving
cylinder with a lot of fine teeth which clean off the short
fibres and impurities. The fibres thus become a wide thin
web which is gathered together into a strand. This is sliver.
Combing. Fibres after carding may be used for producing
7FIGURE I










Combing SLIVER Carding Room
Drawing
Roving ROVING Roving Room







8certain low counts of yarn. But for producing yarns of higher
counts or higher quality, a combing process is needed. The
sliver is placed in a combing machine with fine teeth. Fibres
are straightened again until all short ones and further impur-
ities are removed. The product is combed sliver.
Drawing. Six or eight slivers are drawn into one longer
and thinner strand by a drawing machine. The purpose is to
clean off impurities, make the sliver more parallel and longer,
and have an even distribution of weight.
Roving. After drawing, slivers are put into slabbing
frames for twisting and drafting. Fibres after twisting in
the first stage are known as slubber. Slubbers are twisted
and drawn again in a roving frame in order to make the strand
thinner and stronger. The strand is known as roving.
SpinnRovings are then placed in the spinning frames
for further stretching and twisting. Thinner and stronger
strands are produced. They become the final product of spin-
ning, yarn. With this step the spinning process is complete.
The following steps are primarily packaging procedures.
Winding. Yarns wound on spindles are transferred onto
cones in the winding room in order to undergo further process-
ing or simply for shipping.
Doubling and Twisting. This step is to twist two or
more yarns together for specific use.
Reeling. Yarns are reeled into different shapes for
9the convenience of transportation.
Bundling. Yarns are packed into paper boxes or hemp
sacks for transportation.
Baling. Bundles of yarn are packed into bales. A bale
usually contains 400 pounds of yarn.
For the production of blended yarns (cotton fibres
blended with man-made fibres), the process is the same as that
of cotton yarns. The blending of fibres is done in the drawing
process. Since the evenness of the blended yarn is very
important especially in the dyeing of cloth, the blended sliver
has to undergo the drawing process two or three times.
Development of the Cotton Spinning Industry
The cotton spinning industry was founded by industrial-
ists who brought plant, resources, and skill from Shanghai to
Hong Kong_ in the troubled years between 1947 and 1951, when
twelve mills with about 180, 000 spindles were established. 1
The growth of spindle age is shown in Table 1.
In 19 70, there were altogether thirty-five cotton spin-
ning companies in Hong Kong2 with a total production capacity
IGovernment Information Service, Textile Hong Kong
(Hong Kong: Government Printer, 1965), p. 3.
2Commissioner of Labor, Annual Departmental Report
1969-70 (Hong Kong: Government Printer, 1970), p. 107.
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TABLE I
PRODUCTION CAPACITY From 1947- 1970
No.ofa No.ofaYear Spindlesb Year SpindlesbMills mills
1947 5 6,000 19 59 19 389,000
1948 10 22,000 1960 23 502,000
1949 13 72,000 1961 27 614,000
1950 23, 132,000 1962 35 619,000
1951 221 180,000 1963 35 633,000
1952 13 200,000 1964 33 716,000
1953 13 212,000 1965 34 725,000
1954 13 242,000 1966 34 730,000
1955 17 308,000 1967 33 767,000
1956 19 311,000 1968 33 770,000
1957 20 320,000 1969 34 860,000
1958 18 362,000. 1970 35 882,000
The figure was the total of cotton and silk spinning mills.
Source:
aCommissioner of Labor, Annual Departmental Reports,
1947-1970.
b1947-1960: Kayser Sung and R. H. Leary, Asian Textile
Bi-annual 1965-1966 (Hong Kong: Far
Eastern Economic Review Ltd., 1965), p. 85.
1961-1970: Director of Commerce and Industry, Annual
Departmental Reports, 1961-1970.
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of over 895,952 spindles.1 Of these thirty-five companies,
thirty-one were members of the Hong Kong Cotton Spinners
Association. Their total production capacity was 895,952
spindles at the end of the year 1970. If the production
capacity is expressed as number of pounds of yarn per month,
then these thirty-one companies can produce 35,778,004 pounds
(based on 20 counts) a month. Their total production capacity
accounted for 95% of the entire cotton spinning industry- 2
The production capacities of individual members of the Hong
Kong Cotton Spinners Association are shown in Table 2 on the
next page.
As calculated from Table 2, the three big companies
(having over 50,000 spindles) accounted for about 24% of the
total production capacity the thirteen middle-sized companies
(having 25,000 to 49,999 spindles) accounted for 50% and the
other fifteen small companies (having less than 25,000 spindles)
accounted for the remaining 26% of the total production
capacity.











Nan Fung Textiles Ltd. 87,264 3,925,000
Hongkong Spinners, Ltd. 70,720 3,100,000
South Sea Textile Manufacturing Co., Ltd. 57,120 2,230,000
Nanyang Cotton Mill, Ltd. 44, 732 1,740,500
Central Textiles (U.K.) Ltd. 44,148 1,850,000
Oceanic Cotton Mill Ltd. 44, 064 1,718,500
Wyler Textiles, Ltd. 41,016 1,460,000
Tai Hing Cotton Mill, Ltd. 40,972 1,700,000
Kowloon Textile Industries, Ltd. 32,000 1,120,000
Great Eastern Textiles Ltd. 30, 848 1,200,000
Soco Textiles (H.K.) Ltd. 30,240 1,179,360
South Textiles Ltd. 30,120 1,250 ,000
The Textile Corporation of Hongkong Ltd. 28, 808 1,080,000
South Grand Textiles Industries Co., Ltd. 28,064 1,094,500
Lea Tai Textile Co., Ltd. 27,360 1,160,000
Hanway Development Co., Ltd. 25,980 920,000
Pao Hsing Cotton Mill, Ltd. 24,420 870,000
South China Textile Ltd. 21, 800 760,000
East Sun Textile Co., Ltd. 20,256 760,000
Texas Cotton Mills, Ltd. 19, 832 770,000
Tong Hai Textiles Co., Ltd. 19, 600 807,132
Eastern Cotton Mills Ltd. 17,700 699, 800
New Territories Textiles, Ltd. 15,600 640,000
Oriental Textiles Ltd. 14,976 620,000
Overseas Textiles, Ltd. 14, 800 600,000
Woodard Textile Manufacturing Co., Ltd. 12,880 520,000
Wing Wah Textiles Ltd. 12,800 511r212
East Asia Textiles Ltd. 11, 832 550,000
Far East Cotton Industries, Ltd. 11,440 480,000
Nam Hwa Textiles, Ltd. 8,280 280,000
Star Textile Ltd. 6,280 182,000
Total Capacities 895,952 35,778,004
Monthly production capacity is based on 20 counts
Source: Hong Kong Cotton Spinners Association
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Production and Productivity
In 1955, the total production of cotton yarn was 82
million pounds.' However, in the first three quarters of
19 70, cotton yarn and blended yarn reached 23,379,000 pounds
and 4,336,000 pounds respectively. 2 The growth of output
from 1955 to 1970 is shown in Table 3. The rise in production
was due to the addition and replacement of machinery, an
increase in the number of workers, and an increase in pro-
ductivity. The addition of new machinery (the increase of
spindleage) and the increase in the number of workers can be
seen in Table 1 and Table 4 respectively.
Most of the industry's machines now in operation are
automatically controlled and are of the highest quality. It
is generally recognized that they are better than the average
in Japan or in any. other comparable countries.
In order to fully utilize the production capacity, the
three-shift system (Morning Shift: 7:00 A.M.- 3:00 P.M.
Day Shift: 3:00 P.M.- 11:00 P.M. Night Shift: 11:00 P.M.-
7:00 A.M.) is adopted by all spinning mills in Hong Kong.
The average hours worked per spindle in Hong Kong is the high-
1Census and Statistics Department, Hong Kong Statistics
1947-1967 (Hong Kong: Government Printer, 1969), p. 81.
2Census and Statistics Department, Hong' Kong Monthly
Digest of Statistics January' 1971 (Hong Kong: Government
Printer, 1971), p. 19.
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TABLE 3
OUTPUT OF YARNS 1955-1970
Unit: 1,000 lbs,
Year Cotton Yarn Synthetic Yarn Total Output
1955 82, 450 15,635 98,085
19 56 95, 308 7,072 102, 380
1957 107, 905 2,909 110, 814
1958 127,598 720 128,318
1959 140,253 115 140,368
1960 173,137 269 173,406
1961 214,158 174 214,332
1962 235,478 391 2 35, 869
1963 240,552 542 241,094
1964 260,913 972 261, 885
1965 288,893 2,089 290,982
1966 292,127 12, 765 304,892
1967 302,631 12,680 315,311
1968 325,200 21,010 346,210
1969 317,761 29,174 346,935
1970 323,000 23,3791 346r379
This figure only shows the total production in the first
three quarters of the year.
Source: 1955-1967: Census and Statistics Department, Hong
Kong Statistics, 1947-1967 (Hong Kong:
Government Printer, 1969), p. 81.
1968-1969: Information furnished by the Census and
Statistics Department.
1970 Hong Kong Government, Hong Kong Annual
Report 1970, p. 41.
Census and Statistics Department, Hong
Kong Monthly Digest of Statistics,
January 1971 (Hong Kong: Government
Printer, 1971), p. 19.
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FABLE 4
NUMBER OF WORKERS EMPLOYED BY COTTON
SPINNING MILLS( 1947 - 1970)
Year No.of Workers Year No.of Workers
1947 102 1959 12,748
1948 405 1960 15,623
1949 2,541 1961 18,289
1950 7,373 1962 20,506
1951 8,112 1963 19,622
1952 8,925 1964 19,606
1953 8,992 1965 20,538
1954 10,046 1966 19,528
1955 12,402 1967 20,554
1956 13r939 1968 21,505
1957 14,522 1969 21,279
1958 11,510 1970 21,747
Source: 1947 - 1967: Census and Statistics Department,
Hong Kong Statistics 1947 - 1967
(Hong Kong: Government Printer,
1969), p. 56.
1968 - 1970: Commissioner of Labor, Annual
Departmental Reports, 1968-1970.
6est in the world.I Consequently, the average output per spin-
dle per year was also the highest. In 1963, the average output
per spindle per year was 381 pounds, as against 184 pounds in
Japan, 132 in India and 211 in Pakistan. 2 In 19 70, the output
per worker was 14, 810 pounds and the out-put per spindle was
368 pounds.. The productivity of spindles and workers from 1955
to 1970 is shown in Table 5 on the next page.
Sources of Raw Materials and Markets for Yarns
Hong Kong has limited natural resources and raw cottons
are imported from foreign countries. In 1968, the amount of
raw cotton imported was 3, 86 4 thousand cwts. The main suppliers
are the United States, Brazil, Pakistan, and Tanganyika (see
Table 6). Companies who sell cotton yarns and fabrics to the
United Kingdom can benefit from the Commonwealth Preference by
importing at least 25 per cent by weight of raw cotton from
British Commonwealth countries. Thus, the import of raw cotton
from Pakistan and East African countries plays an important
role in the total import even though the United States still is
the largest supplier in recent years (Table 6).
Man-made fibre imports rose very sharply over the past
1Kayser Sung and P.H.M. Jones, Asian Textile Survey 1967-




PRODUCTIVITY OF SPINDLES AND WORKERS
No.ofbCotton Yarna Productivity
Year Production Spindles No.ofc Production Production
(million lbs) Workers(thousand) per Spindle per worker
(lbs) (lbs)
1955 82 308 12,402 268 6,612
1956 95 311 13,939 312 6,815
1957 108 320 14,522 332 7,448
1958 128 362 11,510 356 11,130
1959 140 389 12,748 352 11,023
1960 173 502 15,623 346 11,089
1961 214 614 18,289 346 11,693
1962 235 619 20,506 372 11,460
1963 241 633 19,622 381 12,282
1964 261 716 19,606 365 13.363
1965 289 725 20,538 399 14, 071
1966 292 730 19,528 390 14,953
1967 303 767 20,554 390 14,700
1968 325 770 21,505 423 15 ,163
1969 318 860 21,279 404 14, 950




three years. In 1966, the import of man-made fibres was $6.6
million but in 1969, the figure reached $94.1 million.1 Total
imports of man-made fibres from Japan amounted to $57.0 million




MAJOR SOURCES OF RAW COTTON
(1963-1970)
Quantity in thousand cwts:
Year U.S.A. Brazil Pakistan Tanganyika Other Countries Total
1963 422 302 815 245 656 2,440
1964 715 247 740 252 642 2,596
1965 731 486 433 326 706 2,682
1966 577 455 596 532 830 2,990
1967 762 215 848 423 563 2,811
1968 1,451 207 1,067 496 643 3,864
1969 1,623 252 1,453 475 657 4,460
1970 1,746 319 1,795 510 693 5,063
Value in thousand HK$:
Year U.S.A. Brazil Pakistan Tanganyika Other Countries Total
1963 67,118 48,731 125,454 46,031 87,371 374,705
1964 107,810 39,073 112,009 48,214 116,467 423,573
1965 112,233 78,409 65,532 60,449 104, 276 420,899
1966 82,084 68,141 62,848 94,137 133,740 440,950
1967 102,815 31,596 120,389 74,747 89,964 419,511
1968 210,657 36,875 163,026 98,061 118,678 627,297
1969 276,318 201,356 37,465 96,543 131,974 743,656
1970 301,967 41,121 237,451 99,204 145,623 825,366
Source: Hong Kong, Commerce and*Industry Department, Hong
Kong Trade Statistics, 1963-1970.
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in 1969, or about 60 per cent of the total imports of man-made
fibres in that year. Imports from the United Kingdom and the
U.S.A. were $25.9 million (27 per cent) and $9.6 million (10 per
cent) respectively. The remaining $1.6 million, amounting to
3 per cent of the total, were from Canada, E.E.C., South Africa
and other countries. 1
Cotton yarns produced are mainly consumed by local weaving
mills. The percentage of cotton yarn exports has declined
significantly in the past ten years. As seen from Table 7 on the
next page, although the amount of exported yarns fluctuated in
the past ten years and showed only slight decreases, the large
increases in cotton yarn production reduced the significance of
exported yarns in the total market. This implies that there was
a rapid growth of the weaving and knitting industries in Hong
Kong. In 1969, 21 out of the 29 members of the Hong Kong Cotton
Spinners Association owned their weaving sheds. In 1969, their
total number of looms was 9,372, accounting for about 40 per cent
of the total production capacity of the weaving industry (23,862
looms). 2
ooms) .2 The principal markets of cotton yarn are listed in
Table 8.
In the 1950's, Taiwan, Pakistan, Thailand and Indonesia
were Hong Kong's important buyers of cotton yarn. However, in





recent years, they produce the yarn themselves and they even
compete with Hong Kong in the world market.
Exports of blended yarns to the U.S.A., West Germany,
the U.K., Canada, Sweden and the Netherlands rose rapidly
during the last few years, being 64 per cent in 1967 over 1966,
39 per cent in 1968 over 1967, and 49 per cent in 1969 over
1968.1
TABLE 7
COTTON YARN EXPORTS AND LOCAL CONSUMPTION
Local Consumption IDExportsaYear
Export/ProdncValueQuantity Production- Export
( % )(HK$ thousand)(M.lbs) (M.lbs)
1955 32 100,328 66 33
1956 31 97,588 71 30
1957 33 108,664 78 30
1958 31 90,615 97 24
1959 30 87,455 110 21
1960 33 96,647 140 19
1961 36 108,107 178 15
1962 24 73,827 212 101-
1963 22 67,846 219 9
1964 27 85,441 235 10
1965 32 93,444 259 11
1966 92,59232 273 10
1967 24 71,060 291 8
1968 22 66, 871 324 6
1969 23 60,542 324 7
1970 20 57,121 326 6








MAJOR FOREIGN MARKETS OF COTTON YARN
(BY COUNTRY, 1958-1970)
Quantity in thousand lbs:
Year U.K. Thai land Indonesia Other Countries
1958 4,042 1,715 17,928 6,955
1959 4,057 2,540 24,332 8,594
1960 3,727 2,346 21,851 5,500
1961 6,593 2,093 20,823 6,000
1962 7,825 2,272 6,639 6,908
1963 5,468 2,885 3,027 10,781
1964 6,107 5,268 3,158 12,814
1965 6,047 6,289 4,169 15,427
1966 5,976 1,295 3,268 21,461
1967 6,910 635 3,117 13,338
1968 5,874 387 3,597 12,206
1969 6,125 357 3,426 12,976
1970 6,438 345 3,895 13,027
Value in thousand HK$
Year U.K. Thailand Indonesia Other Countries
1958 13,861 5,256 47,282 24,215
1959 13,437 8,669 37,937 27,411
1960 13,293 8,331 55,831 19,193
1961 22,466 7,737 58,298 19,605
1962 23,568 7,637 20,972 21,646
1963 17,794 9,742 8,490 31,820
1964 20,423 17,751 9,521 37,746
1965 19,073 19,582 10,802 43,986
1966 19,354 4,457 9,608 59,176
1967 22,174 2,386 8,619 37,881
1968 19,327 1,382 10,751 35,411
1969 19,821 1,021 9,327 31,952
1970 21,345 10.002965 34,093
Source: Hong Kong, Commerce and Industry Department, Hong
Hong Trade Statistics, 1958-1970.
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The Method, Scope and Limitation of the Study
Method of the Study
Library Research. At first, the intention of writing
this thesis was to summarize the methods of incentives in
cotton spinning mills of the developed countries, such as the
United Kingdom and Japan, and to give some recommendations based
on those advanced management techniques to the local cotton
spinning industrialists. However, after visiting the Hong Kong
Productivity Centre Library, the Hong Kong Management Association
Library, the British Council Library, the Hong Kong University
Library and the libraries of the Chinese University of Hong
Kong, the author found that books and articles concerning in-
centives in cotton spinning mills were scarce. The results
were far below expectation. As a consequence, the theory
description in Chapter II of this thesis has been changed to
introduce some general principles of incentives instead of
specific incentive systems used in the spinning industry of the
developed countries. Books of the Chinese University of Hong
Kong, the Productivity Centre and the Management Association
were used for this purpose.
Observation and
Personal Interview. Preliminary interviews with executives
of the Hong Kong Cotton Spinners Association, the Productivity
Centre and the Textile companies of Hong Kong were made before
the tentative outline of the thesis was drafted, in order to
23
get a general picture of the cotton spinning industry and to
see whether I could obtain assistance from the local mills.
From the preliminary survey, it was found that most of the
cotton spinning mills are owned by Shanghai industrialists
and the cotton spinning society in Hong Kong is rather small
(only thirty-five companies), so the actual practices of
different companies are quite similar. It was not necessary
to interview all spinning companies for this study. Therefore,
letters were mailed out to all members of the Hong Kong
Cotton Spinners Association (There were thirty-one members at
the end of 1970) to ask for co-operation. As a result,
fifteen of them offered co-operation, and this represents
about 50 per cent of the sample selected.
Whole-day observations were used in three selected mills,
representing each of the large, medium and small cotton spin-
ning mills classified according to the number of spindles
installed. The purpose was to become familiar with the actual
operation and set-up of the cotton spinning mills as well as
to get a general feeling for the working conditions in the
mills. The remaining twelve companies were visited each for
about one hour, in order to present the open-end question-
naires. The information obtained was satisfactory.
24
Scope and Limitation of the Study
Although the title of this thesis is A Study of the
Incentive Systems in the Textile Industry of Hong Kong, the
scope of the study is confined to the cotton spinning section
of the industry. The reason has already been stated in the
purpose of the study above. The sample was confined also to
members of the Hong Kong Cotton Spinners Association because
it accounts for over 95 per cent of the production capacity
of the cotton spinning industry in Hong Kong.
Since the study is aimed at the incentive systems of
the local cotton spinning mills, other personnel functions
are not discussed in detail. The detailed computation of
wage incentive methods is also not discussed because it would
be involved too deeply with the mechanics of work study.
This study is concentrated on the motivation of workers at
the, operational level. Supervisors and above, and other staff
personnel are excluded from the study.
One important limitation of the study must be noted
here. Although incentives are used to motivate workers, this
study is from the employer's point of view rather than from
the employee's point of view. This is because it was impossible
to approach the workers and ask for their opinions. It is
hoped that with this limitation, the findings of the thesis
will not be seriously biased.
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CHAPTER II
INCENTIVE SYSTEMS IN GENERAL
The philosophy of incentives, general principles and
practices of incentive systems, their major merits and abuses,
are introduced in this Chapter in order to form the basis for
evaluating the local practices. Although such practices are
general to manufacturers, they can well be used in the
cotton spinning industries after certain adjustments.
The Philosophy of Incentives 1
To define the philosophy of any subject requires the
pursuit of knowledge of all things relative to the subject
and the investigation of their causes. Translated to the
sphere of incentive schemes in the manufacturing industry,
this means an examination of all the factors relative to pro-
duction and an interpretation of the impact of these factors
on all those who are concerned in production itself. The
real resources of industry may be stated simply as: (1) Man-
power, (2) Materials, and (3) Capital equipment. These terms,
however, are not mutually exclusive-- manpower is common to
'Russell M. Currie, Financial Incentive (British
Institute of Management, 1963) 1 pp. 11-12.
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all three. It is only through the knowledge and energy of
man that materials are won from nature's store and carried to
factories for use. Capital in the form of buildings, plant
and equipment is in fact human work of the past stored up for
future use. Manpower of all types is, therefore, the funda-
mental resource of industry, and the effective organization
and control of its use remains the prime task of those res-
ponsible for production. The term manpower, of course,
includes both men and women, each and, all of them highly com-
plex individuals,. with their own personalities and views about
things and ways of doing things. There can be no doubt that
the greatest single factor in any production situation is the
human will to work. The major problem in maintaining or
increasing productivity becomes one of providing motivation
which will enable this will to work to be organized and con-
trolled most effectively. It is in this context that consider-
ation of incentive schemes arises.
In investigating the subject of motivation, research
workers have studied what employees want from their jobs.
First and foremost, man in his work demands that his value as
a human person must always be recognized, because it is from
an innate sense of his human value that there arises self-
esteem. This, in turn, produces efforts towards self-expression,
advancement, and towards successful completion of allotted
tasks. In addition to self-esteem, there is also present the
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fundamental desire to enjoy the esteem of others, and this
stems from the need to be considered as a reasonable, effective
and intelligent human being. But perhaps the most outstanding
requirement which a man demands from his working life is
security -- security for himself and for all those for whom
he is responsible. This is not necessarily confined to
material security alone, but covers the whole area of factors
which govern man's attitude to work. Thus a man needs to be
secure in the respect and confidence of others, secure in know-
ing the value of his contribution to the community, secure in
his ability to meet his responsibilities at work, and secure
as to his working future and his old age.
The extent to which these hopes and desires are fulfilled
in the work situation naturally governs the degree of job
satisfaction derived by the worker. The extent to which
personal job satisfaction is achieved is the measure by which
each worker will apply his will to work. To provide job
satisfaction must therefore be the ultimate aim for those who
organize and control labor. To achieve this aim, it is
necessary to provide incentives of the right type to all in
industry.
incentives In Industry
There are many things which. go towards providing job
satisfaction -- good working conditions, just and efficient
management, a steady and interesting job, and last-- but not
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least-- a good wage or salary. All of these constitute
incentives, and all have their part to play in encouraging
the will to work. Incentive schemes therefore may be broadly
classified as financial and non-financial.
Non-financial incentives operate mainly in the provision
of such things as welfare schemes, social and sports facil-
ities, sound and intelligent promotion policies, canteens
and educational opportunities. These things cost money, but
they are non-financial in the sense that the worker does not
receive any actual cash payment. Financial incentives, on
the other hand, do involve actual cash payments and may be
divided into two classes, direct and indirect. Indirect
financial incentives relate specifically to the individual
but are not directly related to the employee's contribution
as a worker. Under this heading come the provision of profit-
sharing schemes, holidays with pay, pension schemes, and so on.
While wages and salaries are, of course, direct financial
incentives, the common interpretation of incentives is a pay-
ment above these ordinary wages and salaries. Direct financial
incentives, therefore, are a means of rewarding employees by
increased payment which is directly related to the individual's
contribution in effective work. It follows that such systems
of payment involve the necessity of being able to obtain a
satisfactory measure of the employee's effective contribution
to production as a whole. The techniques of work measurement
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provide the most accurate means of measuring the employee's
effective contribution hence, the soundest basis for all
financial incentive schemes is work measurement.
Although incentives are broadly classified into finan-
cial and non-financial, for the convenience of discussion,
the author would approach the subject from the direct and
indirect aspects of incentives, regardless of the form of
payment. In this way the real essence of incentives as a
means of motivation and a measurement of individual effort
can be dealt with meaningfully.
Direct Incentives
The basic purpose of any kind of financial incentive
acheme must be to increase productivity and reduce costs.
Non-financial incentives can play a part in providing motiv-
ation. However,*even when everything possible has been done
in the way of non-financial incentives, there still remains
a potential source of further increased productivity in the
individual performances of workmen themselves. This can be
obtained by the provision of direct financial incentives.
Indeed, such money incentives are essential to differentiate
between the good and the not-so-good performer and to encour-
age both to give their best. There can be no doubt that many
workers paid on a plain time rate of wages are greatly in-
fluenced by those who limit their effort to a performance
just sufficient to avoid dismissal. In a period of labor
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shortage, such reluctant workers feel even more secure and their
efforts are correspondingly lessened. It is only where systems
of payment are adopted which reward workers according to their
efforts that the better workers will ignore this bad influence.
There can be no doubt that well-devised financial in-
centive schemes can serve both management and workers well by
increasing productivity and at the same time increasing the
earnings of the employees. The operative words here are
well-devised, and it is essential to consider certain feat-
tures which are necessary in any well-devised incentive scheme.
Requirements of A Financial Incentive Scheme
(1) It must try to ensure that there is equal reward for
equal effort on similar or comparable types of operations.
(2) It must be relatively simple to understand, and so
applied that the workers can appreciate its general principles.
(3) Management must ensure that adequate maintenance and
revision of the scheme are carried out to cover changes in work
methods, materials, and so on, as these occur.
(4) Some form of quality control should prevent the
emphasis on quantity, through incentives, from becoming pre-
dominant at the expense of quality.
(5) Management must ensure adequate work supplies and
avoidance of delays by proper production planning and organization.
(6) Quickness in effect-- Variations in performance
should be reflected as quickly as possible in the pay packet.
The longer the period over which performance is calculated,
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the less apparent is the relationship between effort and reward
and the less effective is the incentive.
Advantages and Disadvantages of Financial Incentive Schemes
Advantages (1) When well designed and properly applied,
payment by results can generally be relied upon to yield
increased output, lower costs of production, and higher earn-
ings for the workers.
(2) Work study associated with payment by results is a
direct stimulus to improve the organization of work and to
eliminate lost time and other waste.
(3) Labor and total costs per unit of output can be
estimated more accurately in advance.
(4) Less direct supervision is needed to keep output
up to a reasonable level.
Disadvantages (1) There is a tendency for quality to
deteriorate unless there is a strict system of checking and
inspection.
(2) Payment by results may lead to opposition or res-
triction of output when new machines and methods are proposed
or introduced. This is because of the fear that the job may
be restudied and earnings reduced.
(3) When paid by results, workers tend to regard their
highest earnings as normal and therefore to press for a con-
siderably higher minimum wage.
(4) The amount and cost of clerical work is increased.
(5) There is a danger of disregarding safety regulations
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and thereby increasing accidents.
(6) Some workers tend to overwork and to undermine
their health.
(7) Jealousies may arise among workers because some are
able to earn more than others or because fast workers are
dissatisfied with slower or older workers in the group.
(8) It is difficult to set piece or bonus rates accurate-
ly. If they are too low, workers may be under pressure to
work too hard and become dissatisfied if too high, they
slacken their efforts to avoid a revision of rates.
Development of Financial Incentive Schemes
There is a vast difference between the various types of
financial incentive schemes. On the one hand, there are sound-
ly conceived and.administered direct financial incentive schemes
in which men and management can have justifiable confidence.
At.the other extreme, there are the auction market types of
scheme, often not far removed from bribery and corruption.
This is especially true in the Hong Kong spinning industry when
acute shortage of labor is evidenced and such a practice is
used to attract labor from nearby competitors. In developing
an adequate financial incentive scheme, the objectives must
be clearly defined. There are three main objectives which
may be achieved through financial incentive schemes:
(1) The improvement of the average rate of output and the
effectiveness of employees, (2) The improvement of methods of
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working, and (3) The improvement of co-operation and sense of
common interest.
Different types of incentive schemes achieve these result
to varying degrees. There is no one simple form of financial
incentive scheme which will give the maximum improvement in
all three ways. There are many factors in which improvement
may be sought by a direct financial incentive scheme. In
selecting the aims of any particular scheme, the use of a check
list may be helpful. For convnience the factors can be divided
into two groups: material factors and human factors.
Material Factors. (1) Quantity of output: An improve-
ment in volume of output, within quality and safety limits laid
down by management, is by far the most common objective.
(2) Plant utilization: With ever-increasing capital
investment per producer in industry, making fuller use of the
plant is of growing importance.
(3) Use of services: Again, economies in the use of
steam, water, air and electricity may be paramount factors.
(4) Quality of product: It may be sometimes desirable,
for economic or other reasons, to improve the quality of a
product to a new or more consistent standard.
(5) Process efficiency: An operator can have a far more
significant effect on process efficiency than was previously
envisaged. He will only make his full contribution when this
is linked with his own interests.
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(6) Standard of safety: In dealing with many products,
quite apart from normal good standards, a particularly high
level of safety may be important.
(7) Works cleanliness: Works cleanliness may be a prime
objective, quite apart from the good housekeeping which is a
normal aim of good management.
Human Factors. (1) Effectiveness of work: Improvement
in many of the material factors would come under the general
heading of increased effectiveness of work. Nevertheless,
effective work is completely dependent on the man who does it.
(2) Interest in work: A well-devised financial incentive
scheme can and should create in an operator a feeling that his
job is much more worth while. Much lip service is paid to this
objective of management a good scheme can see it implemented.
(3) Time spent waiting for work, though paid for, is
essentially unproductive. It is worth while to make its
elimination the interest of operators as well as of management.
(4) Need for supervision: It is undoubtedly desirable
that foremen and chargehands should be able to concentrate on
organization, planning and quality rather than having to spend
their time directly supervising men to see that work is done.
(5) Ideas for new methods: A direct financial incentive
may tend to discourage detailed improvement of methods. On
the other hand, it is possible for well-devised schemes,
applied in a good industrial atmosphere, to stimulate ideas
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for improvement in methods of working to be rewarded via a
suggestions scheme.
(6) Team spirit: It is quite possible, even within the
framework of what is generally known as an individual scheme,
to make provision for encouraging the team spirit among a
group of men on a particular job. This may be of particular
importance in a small team where one man's work is intimately
dependent on that of another.
(7) Absenteeism: Any reduction in absenteeism is ob-
viously desirable. Incentive schemes may very well have a
desirable effect on absenteeism, due to increased pride and
interest in the job as well as to the increased pay packet.
(8) Labor turnover: The benefits of decreased labor
turnover are many and obvious. A reduction may be brought
about locally as.a result of proper incentive schemes, and this
is not entirely due to the increased pay packet. There is a
strong psychological reaction to the application of work study
and incentives which is best illustrated in the simple words:
Somebody thinks my job is important.
There are other factors which may be important and which
an incentive scheme may aim at improving. However, the selec-
tion given is-intended to encourage consideration of all pos-
sible objectives before a scheme is devised.
To sum up, financial incentive schemes can be good or
bad. Their reputation depends as much on how management uses
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them, on how they are established and maintained, as it does
on the way in which they are devised. For nearly every type
of work, a sound scheme can be devised on the basis of the
reliable measurement of the work in a job. If a scheme, both
by its nature and the way it is operated, does not contribute
to a man's self-respect, it has no useful part to play in
industry. It should not be forgotten that incentives are only
a means to an end the end is the increased self-respect of
the individual and the objective must be to enlist the man's
intelligence.
Indirect Incentives
The above discussions refer to direct financial incent-
ives, i.e., payment directly related to each man's contribution
to production as a whole. However, it must be strongly
emphasized that direct financial incentives in the form of
wage incentives cannot stand on their own. Experience has
shown that there is little use spending time and effort in
developing a scheme to provide a man with higher earnings for
working more effectively unless his employment satisfies him
in other respects. If a man feels frustrated, uninformed and
dissatisfied, no direct financial incentive scheme, however
efficient, will encourage him to give of his best. This is
why there are non-financial incentives and semi-financial
incentives to supplement such deficiencies. Non-financial
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incentives are those introduced as part of the normal process
of good management and applied impartially to all employees.
Under this heading may be included, for example, such policies
as the provision of good working conditions the fostering of
pride in the firm's reputation and keeping the employees
well informed about the activities of the company, and the
purpose and usefulness of their own contribution. Semi-finan-
cial incentives are specifically related to the individual
employee, but are only indirectly financial. They include
intelligent promotion policies the provision of canteens and
amenities, of holidays with pay, pension schemes and so on.
However, for the sake of this paper, the author would refer
to all the non-financial as well as the semi-financial incent-
ives as employee benefits. Employee benefits, listed in Figure 2,
are classified in 6 categories:
(A) Payment for time not worked
(B) Monetary awards and prizes for special employee
activities or performance.
(C) Bonuses, contributions, and profit-sharing.
(D) Payments to provide employee security and financial
protection against various hazards and contingencies.
(E) Practices and services that benefit employees
primarily.




ENUMERATION OF EMPLOYEE BENEFITS




4. Sick and maternity leaves
5. Medical care time (at the plant)
6. Personal excused-absence time
a. Death in family
b. Medical and dental care time (away from plant)




3. Plant neatness bonus
4. Service bonuses and awards
5. Quality bonus
6..Prize awards in employee contests relating to safety,
waste reduction, morale, and other subjects
7. Suggestion plan awards
8. Other non-production bonuses or awards requiring
some special employee activity or service.
C. Bonuses, contributions, and profit-sharing, for which the
employee renders no direct regular or special service
1. Current profit-sharing payments
2. Stock purchase plan contributions
3. Christmas or year-end bonus
4. Separation allowance (dismissal, severance, or
terminal pay)
5. Lay-off pay or allowance
6. Supplements to unemployment or workmen's compensation
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7 . F amily allowance
8 . E ducational subsidies or tuition or expense payments
9 . C ollege scholarshipawards to employees' children
D . P ayments to provide employee security and financial
protection against various hazards and contingencies
1 . L egally required payments
a . O ld - age and survivors' insurance
b . U nemploymentinsurance
c . W orkmen' s compensation
2 . O ther payments to provide protection against
a . D eath
b . N on - occupationalaccident, sickness
c . H ospitalizationexpense
d . R etirement
E . P ractices and services that benefit employees primarily
1 . C redit union facilities
2 . F ood service costs or subsidies
3 . E mployeediscounts
4 . V acation , health , and hospital facilities provided
at low cost
5 . H ouse financing
F . A ctivities and facilities for employee entertainmentand
recreation
1 . A thletic teams and events
2 . E mployeeparties and events
3 . E mployeesocial clubs
4 . L ibrary , magazines, and reading room facilities
5 . R ecreational activities and facilities
6 . E mployeepleasuretrips
S ource: P aul P igors, C harlesA . M yers , F . T . M alm , M anagement
of H umanR esources( N ew Y ork : M c G raw - H ill B ook
C ompany, 1 9 6 4 ) , pp . 4 0 6 - 4 0 9 .
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The outstanding characteristic of these benefits is that
they increase the employee's income. This increase is in man)
cases immediate. In other cases it is deferred or contingent
upon fulfilling certain conditions or is dependent upon the
occurrence of specified events. In all.cases the real income
of the employee is augmented. His wage is truly supplemented.
All of the items in categories (A), (B), and (C) in
Figure 2 result in an immediate increase of money income, wits
the possible exception of savings plan contributions, stock-
purchase plan contributions, and sale of company stock at less
than current value. Components of category (D) provide the
employee with monetary income of a deferred or contingent
nature. The income involved takes many forms, ranging from
retirement pensions and death benefits to reimbursement of
medical, hospital, and surgical expenses. The effect of such
reimbursement is to increase monetary income by making funds
available for other needs or for saving. Components of
categories (E) and (F) do not increase the amount of monetary
income directly. For example, employee discounts and school
tuition achieve a comparable result by making the available
monetary income go further by reducing personal expenditures.
The effect is.the equivalent of increased money income. More
money is available for other purposes.
By employing the foregoing benefits, the employer should
be able to expect an improvement in turnover, morale, type of
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employee, and perhaps of efficiency in return for the cost of
the benefits. He may enjoy a better standing in his community
and in the labor market. However, his benefits are largely in
the realm of hope and expectancy, rather than in that of
measurable realization. They may be equalized or cancelled
by the actions of other employers. But to the extent that the
employer has freedom of choice in paying such expenditures,
he does so in the reasonable expectancy of securing some
benefits from them.
From the management point of view, employee benefits
represent important devices and practices for implementing
management objectives. Although managers may sometimes appear
opposed to all fringe benefits, they have invented and advanced
many of their own. Moreover,, once such benefits are offered
by one firm, managers in many others may seek to provide them
or improve on them in order to secure and hold the workers they
need. Managers have recognized that many benefits offer
possibilities of implementing their policies to improve employee
morale, to encourage wider participation and understanding, and
to assist employees in identifying their personal goals and
interests with those of the organization. Thus, whilst fin-
ancial incentives emphasize the physiological needs of workers,
employee benefits would emphasize the psychological aspects
of human wants. Such human wants can be simply classified into
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the following three types:l
Added leisure and income. Reductions in what are usually
described as normal hours of work, premium pay for second and
third shifts, paid holidays, vacations, and rest periods would
provide employees with more leisure and income. Together they
form the more satisfactory and efficient pattern of working
hours and working conditions.
Morale: personal identification. Managers have created
a number of common benefits they hope will facilitate employee
adjustment to and appreciation of working conditions and re-
lationships. These aids are regarded as an evidence of man-
agement's interest in each 'employee and management's willing-
ness to assist him in-finding solutions to personal problems.
Being respected by others would contribute to high morale.
Employment security, health and
welfare, old age and retirement.. The idea is to provide
the employee with reasonably steady and certain income from
his work. In other words, this policy proposes to relieve
workers, so far as possible, from fear and worry about unemploy-
ment and the loss of jobs and income. It tries to protect
employment income against the major health hazards of workers
and their dependents.
1Dale Yoder, Personnel Management and Industrial
Relations (5th Ed. New Delhi: Prentice-hall of India private
Ltd., 1967), p. 193.
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The above descriptions have provided an overview of
various fringe benefits, classifying them according to their
major emphasis or intent. These benefits are multi-purpose.
They serve as an indirect incentive to industrial employees.
The objectives are diverse, including the improvement of worker
performance, the protection of health, additional assurances
of economic security, and increased employee income. As a
whole, they are intended to make work less unpleasant and more
productive.
Evaluation of Incentive Plans in General
At our present state of knowledge, a categorical report
on the effectiveness of incentive systems is not possible.
Results have been contradictory, with successes and failures
of plans that are similar. Those who have studied wage incent-
ives have not succeeded in separating the effects of the
bonuses from the effects of other changes made at the same
time. For example, in the introduction of piece rates, a
company will frequently review its methods and its time stand-
ards to insure that the standards used for wage payments are
appropriate but if there is an increase in output, it may
well be due to the improvement in management rather than
greater employee effort. On the whole, incentive systems, if
properly managed, are useful. The point is that they must be
properly managed, and this involves more than the mere intro-
44
duction of a formula for computing bonuses.
Non-monetary benefits are even more difficult to evalu-
ate because they do not have any standards on which to base.
Good working conditions, a good system of first-aid, and a
well-run canteen will be appreciated. A firm's expenditure
on sports and recreational facilities, however, may sometimes
be open to criticism on the grounds that it does not really
provide the average worker with what he most desires. Many
workers would prefer extra wages to spend in their own way
and less in the way of non-monetary benefits which they do not
use. Nevertheless, they must be considered as an incentive
to the,bulk of the labor force. 1
1There is an interesting description of emp1oyee benefits
in Employee Benefits, 1970-1985 by T.J. Gordon and R.E.
LeBleu, an article in the Harvard Business Review, Jan/Feb
1970, Volume 48, Nov. 1.
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CHAPTER III
INCENTIVE SYSTEMS IN THE
HONG KONG COTTON SPINNING INDUSTRY
The Hong Kong cotton spinning industry was established
by Shanghai industrialists. They brought capital and technical
know-how from Shanghai together with the methods of management.
Now twenty-one out of the thirty-five spinning companies are owned
and managed by Shanghai industrialists. In fact, most of the top
executives of the spinning companies are Shanghainese or are at
least conversant with the Shanghai dialect. In the preliminary
interviews, the author was told that most of the incentive methods
used by the mills are quite similar. The high level of conformity
was verified later by the study of the fifteen companies. There-
fore, the author believes that the findings from these fifteen
companies at least can reveal the major facts of the actual
situation.
In order to form a clear picture of the incentive systems
in cotton spinning mills, this study was made to analyze the local
practices in several aspects. The workers and wages, the wage
structure, the indirect incentives and the characteristics of the
incentive systems employed are discussed in this Chapter.
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Workers and Wages
In 19 70, the number of workers employed by the cotton
spinning industry was 21,747. This represents more than two
hundred fold increase over that of 1947 when the number was
only 102. The growth of the number of workers can be seen in
Table 4 on page 15. Wages, hours of work and overtime rates
for manual workers engaged in the cotton spinning industry
are shown in Table 9, while the general wage trend of the
cotton spinning industry is shown in Table 10 and Table. 11.
Finding enough workers has long been a major problem of
the cotton spinning industry. The labor shortage is especially
keen in male workers who are allowed to work on the night-shift
(11:00 P.M.- 7:00 A.M.). Although a law allowing female
workers to work at night was passed last year, no spinning
mill is able to take advantage of it because of its strict
requirements. At the end of March, 19 70, there were twenty-
three cotton spinning mills reporting a total vacancy of 1,222
manual workers. 1 It means that there were on the average
fifty-three vacancies in each of these factories. According
to statistics published by the Labor Department, the total
number of industrial establishments registered at the same time
was 15,285, the total number of workers employed was 568,787,
'Commissioner of Labor, Annual Departmental Report 1969-
70 (Hong Kong: Government Printer, 1970), p. 118.
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TABLE 9
h -3ES, HOURS OF WORK AND OVERTIME RATES FOR
MANUAL WORKERS IN COTTON SPINNING, MARCH 1970
OOTrONSPr\NXNG(three daily shilL. of eig,:t hours)
(InternationalstandardIndusia! ciunjScationj_1-32I 1)
Geaer*Iinformation:
(a) Information: Suppliedby employersfromwagerecords:.,(b) Wagerates: Fixedindividually betweenemployersandworkers-.(c) Overtime: Normal:little normalovertimeas workarrangedin shiftsIf worked.samerate to doubletime_
Holidaysandfestivals: samerate to doubletimeanda fall(d) Bonuses: Lunarnewyear bonus:onemonth'spay
Attendancebonus:3 to 6 days' paya month
A longservicebonusis paidto all workersbysomefactories(e) AIIowances:
Costof living allowance:50.30to 51.00a dayis Raidto eachworkerattendingworkbyson.- factoriesNightshift allowance.nightshift byrotation-SO.80to $2.50a shift
M Annual holidays:: 6 days with v per:nsnent night shut-SLOI) to $4.00 r shift
(9) i%=Ommodation:
°roride:ifreefor a largeproportionof workers.--
Note:Subsidizedmealsarc providedto all workers
Dailyrated Piecerated MonthlyratedOccupation Normal StandardWeightedKcighzedWeighted hoursI Wcig-itcdj I K'eis.t tedWeightedI WeightedWeightedI' daysminimumlaverag. Weightedof work-:maximummicimum(i( avcrrg: maximumi minimum a monthaverageit a daymaximumjS s s $ S $ S S SApprentice: Male 7.00 9.00 9.50 329.35Learner: 9 -9Male 26-286.65 351.14 1 37273 17.13 796 6.00 8.70 12.38Female 6.82 7.06 7.41 8-8 26-306.00 8.70 12.38Generalworker: 7}-8Male 268.31 10.09 12.16 8.91 12.30 24.06Fcmala 7.89 9.27 11.42 8-9 26-308.05 10.17 12.42Mixer and blender: Male 7j-S 268.92 10.13 11.25 9.39 11.30 14.71Female 9.50 9.50 9.50 8-8 26-308.77 10.60 14.12Picker: 7}Male 268.89 10.90 13.25 9.00 10.00 11.50Female 7.74 9.15 8-S9.60 268.50 9-50 11.00 74-4iGraderandtester: 26Male 9.20 10.39 12.45Female 9.34 I0.58 8-912.23 26-30Carder: 7f-Si 26Male 10-27 12.36 14. 10.07 12.79 15.12Female 11.00 12.28 813.X) 26-309.47 11.66 13.05Comber: 7} 26Male 11.50 11.50 11.50 11.57 13.87 16.15Female 1150 11.50 811.50 26-3010.30 12-78 15.70Drawer: 7} 26Male 9.50 12.50 16.00 10.36 13.14 16.09Female 9.50 10.50 8 26-3012-00 10.83 13.14 16.49Rover: 7} 26Male 10.30 14.10 18.57Female 8 26-3010.03 13.79 16.64Spinner: 7}Male 269.00 12.50 16.00 9.71 13.05 15.06Female 8.00 11.00 815.Cj 26-309.54 12.82 15.37Doubler: 7} 26Male 9.50 9.50 9.5.: 10.37 13.66 17.14Female 9.00 9.25 89.50 26-309.87 13.19 15.62Twister: 7} 26Male 10.00 11.50 12.50 11.43 12.04 13.79Female 10.00 11.70 812.30 26-309.81 11.72 12.80Winder: 7} 26Male 10.28 12.38 15.50 3.62 12.47 17.42Female 8.50 10.00 810-50 26-308.45 12.53 17.06Reeler: 7}Male 2610.80 11.80 12.20Female 10.73 11.84 94i12.32 2610.40 13.46 I6.67Balingandbundling 74-81 26worker: Male 8.78 10.25 12.70 9.52 14.67 21.52Female 8.65 9.33 8-99.83 26-309.03 12.87 17.30Oiler andgreaser: Male 267--8 i11.09 12.27 13.51Fitter and mechanic:Male 8-9 26-308.41 12.60 17.39Female 8.50 10.00 8}-911.70 26-28Electrician: 8}Male 269.53 12.80 15.83Supervisor: 8-9Male 26-3012.03 14.39 16.15Female 12.31 14.27 16.17 8 26-30Foreman 7}-8sMale 26
420.81 1 714-26 1 1,299.32 84i 26-28
Source:
Commissioner of Labor, Annual Departmental
Report 1969-70 (Hong Kong: Government Printer,
1971), pp. 135- 136.
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TAB ICE 10
INDEX OF NOMINAL AVERAGE DAILY WAGES SINCE 1964
Average daily wages excluding fringe benefits
Industry Mar. Mar. Mar. Mar. Mar. Mar. Mar. Wages in Mar.
196 4 1965 1966 196 7 196 8 1969 19 70 19 70 (H.K.$)
Cotton Spinning 100 110 114 122 129 134 156 12.14
Textiles 100 109 119 129 136 144 169 14.59
Manufacturing 100 109 117 125 133 142 165 14.12
Overall 100 108 117 124 132 141 163 14.31
Average daily wages including fringe benefits
Mar. Mar. Mar. Mar. Mar. Mar. Mar. Wages in Mar.
Industry 1964 1965 1966 1967 1968 1969 1970 1970 (H.K.$)
Cotton Spinning 100 109 111 119 127 131 152 16.71
Textiles 100 110 117 127 134 141 165 16-65
Manufacturing 100 110 116 125 133 142 165 16.18
Overall 1 1 c100 109 123 131 140 161 16.45
Notes: 1. The textile industry consists of cotton spinning,
cotton weaving, knitting, garments and shirts.
2. Manufacturing includes textile, rubber footwear,
enamelware, metal torch cases, motor repairing,
and plastics.
3. Overall includes manufacturing, dockyard, electricity
supply, tramway operators, and communications.
4. Fringe benefits include: (i) cash benefits, such as
new year bonus, good attendance and efficiency bonuses,
and other cash allowances, e.g. electricity allowances
(ii) free or subsidized food or food allowance (iii)
free or subsidized accommodation (iv) paid holidays.
5. No overtime payment is included.
Source: Commissioner of Labor, Annual Departmental Report
1969-70 (Hong Kong: Government Printer, 1971, p. 133.
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TABLE 11
INDEX OF REAL AVERAGE DAILY WAGES SINCE 1964
Average daily wages excluding fringe benefits
Mar. Mar. Mar. Mar. Mar. Mar. Mar.
Industry 1964 1965 1966 1967 1968 1969 1970
Cotton Spinning 100 109 110 11 113 115 127
Textiles 108 108 114 121 119 124 137
Manufacturing 100 108 113 117 116 122 134
Overall 100 107 113 116 115 121 132
Average daily wages including fringe benefits
Mar. Mar. Mar. Mar. Mar. Mar. Mar.
Industry 1964 1965 1966 1967 1968 1969 1970
Cotton Spinning 100 108 107 111 111 112 123
Textiles' 100 109 113 119 117 121 134Manufacturing 100 109 112 117 116 122 134Overall 100 108 111 115 115 120 131
Notes: 1. The textile' indus try consists of cotton spinning,
cotton weaving, knitting, garments and shirts.
2. Manufacturing includes textile, rubber footwear,
enamelware, metal torch cases, motor repairing,
and plastics.
3. Overall includes manufacturing, dockyard, electricity
supply, tramway operators, and communications.
4. Fringe benefits include: (i) cash benefits, such as
new year bonus, good attendance and efficiency bonuses,
and other cash allowances, e.g. electricity allowances
(ii) free or subsidized food or food allowance (iii)
free or subsidized accommodation (iv) paid holidays.
5. No overtime payment is included.
Source: Commissioner of Labor, Annual Departmental Report
1969-70 (Hong Kong: Government Printer, 1971) 1 p.134.
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and the total number of vacancies was 24,984. 1 24,984 vacancie:
in 15, 2 85 establishments does not represent a serious problem.
There were only about 1.3 vacancies per establishment, or
forty vacancies per thousand workers. However, in the cotton
spinning industry, there were thirty-five vacancies per mill
(1,222 divided by 35), or fifty-six vacancies per thousand
workers (1,222 divided by 21,747 workers).
As we can see, the labor shortage in the cotton spinning
industry is very serious. The most important reason is that
wages in this industry are low when compared. with other indus-
tries (See Tables 10 11). An average worker can usually get
$450 a month in a cotton spinning mill. However, he can get
double this pay when he works in garment factories if he knows
how to handle a sewing machine. He can get even higher pay if
he works in a wig factory. Nevertheless, wages in the cotton
spinning industry have increased quite a lot and create a
problem to industrialists. It is true that fringe benefits in
the cotton spinning industry are high in comparison to those in
other industries. However, workers in Hong Kong do not care
much about fringe benefits they care about the amount of money
they receive each day or each month. In several big spinning
1Commissioner of Labor,* Annual Departmental Report 70 (Hong Kong: GovernmentPrinter, 1970),. 1969-
19 p 10.
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mills, free dormitory accommodation is not welcomed by workers. 1
The prospects of a worker in spinning mills are also dim.
Earning $450 a month is quite enough for a young person having
no family burden. But when he gets older and wants to get
married, it is not sufficient to support a family, especially
when he has children. Many of them can see this after working
for several years in the mills. It is very difficult for a
worker to be promoted to the position of supervisor.
Besides, the unpleasant working conditions in spinning
mills is also one of the factors causing serious labor shortage.
The workshop is noisy and full of small flying cotton fibres,
in contrast to the air-conditioned production areas of the
electronics industry. Workshop discipline is strict, while
workers in garment factories can listen to the radio when work-
ing. Moreover, the workers have to stand for the full eight-
hour shift while working.
Labor turnover is very serious in this industry, especi-
ally during the period immediately after the Chinese New Year
when the workers have received their Chinese New Year Bonus.
Many of the mills even have to stop their machines because of
the shortage of labor, which is very serious in the cotton
spinning industry. 2 All this accounts for the serious labor
1The information was obtained from the author's private
interview with personnel officers of several large spinning
mills during 8th to 2 7th Marchm 1971
2Ibid.
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shortage in the cotton spinning industry. It is for this
reason that the author wants to study the incentive systems
employed by the industry in order to see how they could help
to minimize the impact of the problem.
Direct Incentives -- The Wage Structure
Manual workers within a textile wage system are broadly
classified into machine operators, machines maintenance people,
general workers, apprentices and learners. The work and wages
of the four groups of workers are described below.
Machine Operators
This group of workers are the direct operatives in the
production process. As we recall, there are five steps in the
production of yarns, represented by the five production rooms
of a cotton spinning mill. Because the work-in-process of
each production process is different, each production room has
a work group whose occupation is somewhat different from the
others. The work and wages of the five kinds of machine
operators are described as follows.
Mixer, blender and picker. This type of worker works
in the blowing room and operates the blowing machines. The
mixers and blenders are responsible for the mixing of various
kinds of cotton according to,specified proportions and putting
them into the blowing machines for processing. Their main job
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is to see that the raw cotton is properly fed to the blowing
machines and that these machines run smoothly. The pickers
are responsible for seeing that lumps of cotton fibres are
properly loosened and the heavier impurities are cleaned off.
Mixers and pickers are usually paid daily, earning about $12
to $15 per day. Only two out of the fifteen mills pay these
workers according to the number of cotton bales they mix per
working shift. For standard production they receive a normal
piece rate for extra output an incentive rate which is double
the normal rate will apply. The majority of the mills use a
time rate because it is quite difficult to ascertain the stand-
ard of production and the amount of work done by each worker.
This is because the quality of raw cotton is always different
and the proportion in which different types of cotton are mixed
varies considerably. Since this type of worker is mostly daily
rated, there is not much incentive to motivate them.
Carders and Combers. They work in the carding room attend-
ing the carding machines. They are responsible for straighten-
ing and cleaning the fibres of the cotton laps to make them into
a strand. These workers are paid according to the number of
carding machines they attend to. Naturally the more machines
they operate, the more their wages would be. The number of
machines assigned to each worker is determined by his supervisor
according to ability. This is a kind of incentive wage because
the workers are paid according to their contributions measured
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in terms of the number of machines they tend. Since no stand-
ard output is fixed, a flat rate per machine would apply through-
out and the bonus payment is in fact implicit in the wage itself.
Drawer. Drawers also work in the carding room except that
they attend to drawing machines. They are responsible for see-
ing that the strands are properly drawn, impurities are cleaned
off and that the strands do not break. Their output is measured
by the length of slivers produced. The unit of measurement is
Hanks, which is measured by a counting device fixed to the draw-
ing machines. Their wages are calculated on a piece rate per
Hanks. There is a standard output above which an incentive rate
will apply which is normally double the standard piece-rate.
Output and wages are accurately measured, provided the counting
device is accurate.
Rovers. Rovers work in the Roving Room and they attend
to roving machines. Their job is to see that the slivers are
properly twisted and drafted and that they do not break. Their
work is similar to that of the drawers and their output is also
measured in Hanks. The same type of wage payment as the drawers
is paid to this type of worker.
Spinners. Spinners are the true spinning workers. Their
work is more complicated than any of the above workers. They
have to feed the spinning machines much more frequently. The
yarns produced are easily breakable and they have to bind them
again and again. Actually much of their work is engaged in the
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connection of broken yarns and the unloading of the yarn bobbins.
Wages for spinners are complicated. Some mills pay the workers
according to the number of spinning frames assigned to be taken
care of by the workers. Some would measure output by the
number of yarn bobbins produced. Still others would measure
output by the number of pounds of yarns produced, but this type of
measurement is only used by one of the fifteen spinning mills.
A number of the mills would use a mixture of the former two
methods of payment. They pay some spinners a uniform piece-
rate per spinning frame they attend to, while others are paid
according to the'number of yarn bobbins produced. An incentive rate
which is double the normal rate for output above standard is used
if yarn bobbins are the units of measurement. No matter which type
of wage payment is used for this type of worker, the quality of
output can hardly be controlled. The quality of output is.
measured according to how well the yarn bobbins are wound and how
well the yarns are connected. It is very difficult for the
supervisors to check the quality of the output of the workers.
Winders. The last type of machine operator to be discussed
is the winder. Yarns wound on yarn bobbins have to be transferred
onto cones for further processing or for shipping. The winders'
work is greatly affected by the quality of the yarn bobbins
produced in the previous production process, because, if the yarn
bobbins are not properly wound, the winders' work will be hindered.
Winders are paid according to piece-rate. The unit of measure-
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ment of output is the number of pounds of yarn wound on the
cones. An incentive rate double the normal rate would apply
for output above the standard amount.
General Workers
General workers are not machine operators, but are engaged
in cleaning, sweeping, materials handling, oiling and greasing.
These workers account for nearly half of the total manual workers
in a cotton spinning mill. They have a considerable amount of
overtime to work and their wages are relatively lower than the
machine operators. It is this group of workers which are most
difficult to hire in the cotton spinning industry. They are
mostly daily rated, earning about $10 to $12 per day. The only
incentive for them is an overtime premium which is normally one
and a half times the day rate. They also have to assume shift
duty. Labor is not. enough in this group of workers because the
work is dull and the pay is low. Strong male workers can earn
considerably more if they work in construction work or as coolies.
Young females can usually work in the garment factories or wig
factories where they earn double or triple the wages. So the
only people left to do this kind of work are older workers
who can do no other kind of work. Their working efficiency
is very low and this even adds to the problem of labor short-
age. The author was told that the shortage of general workers
is the cause of the general labor shortage of the cotton spin-
ning industry in Hong Kong. Therefore, something should be done
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by management to improve the situation.
Machine Maintenance People
These workers include the oiler, greasers, fitters and
mechanics. They maintain the operation of the machines and
are responsible for maintenance and repair. They also have to
work on a three-shift system and they are usually paid daily.
These workers are also difficult to hire, although their wages
are higher than the other two types of workers, because they
are mechanics and require more training. Their work is more
technical in nature. So, the only incentive for this group of
workers is promotion. However, promotion prospects in the
cotton spinning industry are not very good.
Apprentices and Learners
Apprentices are admitted to the spinning mills to be
trained for supervisory positions. They have to undergo an
apprenticeship of at least two years. Eligible ones may be sent
to Japan for technical training. After training, they would
become supervisors or assistant engineers. Apprentices are very
few in number and are usually only found in the large or medium-
sized mills. Since they are paid monthly, they do not receive
any incentive wages.
Learners are in fact beginners in the cotton spinning
industry. In other words, they are what we call unskilled
labor, who have to undergo a probationary period of usually
three months after they are employed. During this period, they
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learn how to operate the machines and would be paid a piece
rate like the regular workers. However, since they are new
hands they usually cannot produce the standard amount of output
So, they are entitled to a minimum wage to safe-guard their
earnings. Learners earn on the average about $9 per day.
After three months, they will become regular workers and can
earn much more under the incentive wage system.
As we have seen, manual workers in the cotton spinning
industry are either daily rated or piece rated. Daily rated
workers include the general workers and the-machine maintenance
people, while the piece-rate workers are those who operate the
machines. In fact, the incentive wage system is rather simple
and the workers can very well understand how to compute their
wages. The problem really remaining is how to administer and
control them. This will be discussed in the next chapter. A
generalized wage structure of the cotton spinning industry is
given in Table 12 on the next page.
Indirect Incentives
Indirect incentives are not directly related to the
worker's contribution as a worker but are applied on a plant-
wide basis. This type of incentive will be discussed under
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Bonuses and allowances are used extensively by every
cotton spinning mill in Hong Kong and the author is amazed at
the conformity of the practice from the study of the fifteen
spinning mills. Such bonuses and allowances are applied on
a plant-wide basis and to all manual workers independent of
their work performance. Different types of bonuses and allow-
ances currently in practice in Hong Kong spinning mills are
described below.
Lunar New Year Bonus. Since the Chinese New Year is
looked upon by the Chinese as the greatest festival in Hong
Kong, it has long been a practice for industrial employers to
pay their workers an extra amount of salary or wage, equivalent
to one twelfth of the total wage received by a particular
worker during his past year's service. If the employee has
worked the whole twelve months during the past year, this amount
would be equivalent to one month's pay. If he has only worked
for part of a year, he is only entitled to a portion of the
bonus. Since this is a general practice in. Hong Kong, the bonus
does not offer much incentive. On the contrary, it would become
a negative incentive if a firm did not pay it.
Attendance Bonus. This type of bonus is rather new and
it was introduced by the cotton spinning industrialists with a
view to improving the attendance rate of their workers. The
bonus is calculated half-monthly. For the first half of a part-
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icular month, if a worker is not absent for more than a total
of four hours, he is entitled to two extra days' pay as the
amount of the bonus. The same calculation applies to the se-
cond half of the month. In addition, if the worker observes
the rule for the whole month, he is entitled to an extra day's
wage. Therefore, if the worker shows a good attendance record
for a whole month, he would be paid an extra five days' wages.
Since it is a great incentive, it is most popular with the
workers. Since the introduction of this bonus, the attendacne
rate of workers is very much improved and the author strongly
recommends this type of bonus.
Long Service Bonus. Effective from January 1, 19 70, most
cotton spinning companies agreed on a system of long service
bonuses. It is a kind of non-contributory gratuity payment to
workers who have worked for long periods in the firm, payable
upon termination of employment or accumulated yearly. The idea
is, of course, to minimize the rate of labor turnover because,
if a worker changes his job either within or out of the industry,
he would be deprived of the bonus. Although the amount varies
slightly among different spinning mills, the method of calcul-
ation is the same. Every worker having worked continuously
for two years in a spinning mill is entitled to $500 whether he
leaves or remains in the mill. After the initial two years in
a spinning mill, if he chooses to.stay, he would be entitled to
$250 yearly. Whilst the bonus is cumulative, the worker can
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draw it yearly as a current income. For workers already working
with a firm for any period of time prior to January 1, 19 70, he
is entitled to an amount calculated on a one-year-to-one-month
basis. For example, if a worker has already been working with
a mill for twelve years prior to January 1, 19 70, he is consider-
ed to have an accumulated gratuity bonus of one year. As we
can appreciate, this bonus is useful for maintaining labor for
at least two years when this cash outlay is justified from the
point of view of the employer.
Suggestion Bonus. The suggestion bonus is not as widely
used as the above bonuses. Only five out of the fifteen mills
under study have adopted this system. The idea is to pay the
worker a.certain sum of money if, in the course of daily work,
he makes suggestions for the improvement of any matter related
to production or management. He can also receive the money if
he finds out any faults with the production process or defective
products.
Transportation Allowance. Although most cotton mills
provide free transportation to their employees, many workers
cannot take advantage of it because of one reason or another.
In this way they are given a daily transportation allowance
for compensation.
Housing Allowance. Many cotton spinning mills, especially
the large ones, provide free dormitories for their employees.
Those who are not being accommodated or are unwilling to live
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in dormitories are given a housing allowance for renting of
their own houses.
Meal Allowance and Bread Allowance. The meal allowance
given to all manual workers varies from 60 cents to $1.00 for
an eight-hour shift. For workers attending night-shifts, they
are given a bread allowance of around 20 cents.
Cost-of-Living Allowance. The practice of giving cost-
of-living allowance to employees is not unique in the cotton
spinning industry. In fact, many clerical workers in other
industries also receive cost-of-living allowances as a means of
compensating for the rapid rise in living costs. In the cotton
spinning industry, this allowance is not common. It is given
by a few factories in the amount of $0.30 to $1.00 a day to
each worker.
Down-time Allowance. This allowance is given to workers
who, after coming back to the factory, are left with not suffi-
cient work to do because of material shortages or machine break-
downs, to compensate for the earnings lost during the period
without work.
Night-shift Allowance. Since the cotton spinning mills
are operated on a three-shift system, workers normally have to
work night-shifts by rotation. In case they are assigned night-
shift duties, they are paid an extra allowance of $0.80 to $2.50
per shift. Because female workers are not allowed to work at
night, they have no claim to such allowances.
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Permanent Night-shift Allowance. Normally night-shifts
are worked by rotation. However, because of the shortage of
labor and the unwillingness of workers to work at night, those
who choose to work night-shifts permanently are entitled to a
larger allowance of $1.00 to $4.00.
Sick Allowance. Workers sometimes are sick and cannot
assume work. Instead of getting nothing during their sickness,
they are given a sick allowance normally at half pay.
Children's Education Allowance. For workers having child-
ren studying at school, they are entitled to an education allow-
ance to help them pay for the education fees of their children.
Overtime Premium and Paid Holidays. Normally, there is
little overtime work to be done by workers engaged in the cotton
spinning industry. If overtime is worked, the premium is cal-
culated at double the normal wage rate. Working on holidays and
rest-days, workers can earn wages at one-and-a-half normal rate.
Since April 1, 1970, a law was passed requiring employers to
give all workers whose wages do not exceed $1,500 a month four
rest-days per month. Because of this legislation, cotton mills
are paying considerably more to their workers in the form of
overtime premiums.
Workmen's Compensation. The Workmen's Compensation
(Amendment) Ordinance, which came into operation on January 1,
1970, provides compensation for personal injury or death by
accident or occupational disease arising out of and in the
65
course of employment. It is a form of payment enforced by the
government to provide for work security.
Facilities and Recreational Activities
Besides monetary incentives, either direct or indirect,
Hong Kong cotton spinning industrialists also provide numerous
facilities for their workers. These facilities aim at providing
better working conditions, convenience to workers getting to
and from work, welfare and recreation and various kinds of help
to workers. The most common facilities are discussed below.
Air-conditioned Mills. Even the small cotton spinning
mills nowadays provide air-conditioning for their workers. For
a long time, it has been a great handicap to the cotton spin-
ning industry that the working conditions within the plant are
very bad. Ventilation is not good and the heat and moisture in
the mill are suffocating. In addition, the flying cotton fibres
and the noise of the machines greatly affect the morale of the
workers. However, with the provision of air-conditioning, the
situation has been greatly improved and workers can now work
in a more comfortable environment.
Dormitories. Most cotton spinning mills provide free
dormitories for their workers, except some of the small mills
which have no land or not enough capital to do so. With the
provision of dormitories, workers can be relieved from the hous-
ing problem, which is very serious in Hong Kong. With the work-
ars living together like a family, social relationships can be
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established and this would help to promote employee morale and
would create a sense of belonging in their factory.
Free Transportation. Like housing, transportation is
another serious problem encountered by factory workers. This
is because most factories are located in suburban areas, like
Tsuen Wan and Kwai Chung, where transportation is not conven-
ient. With the provision of company buses, the workers can
get to and from their work conveniently.
Canteen Facilities. Workers who have to take their meals
outside during their working hours find it a problem to secure
places to take their meal. Besides, it is rather expensive to
eat outside. Cotton spinning industrialists have already noticed
this and they try their best to provide canteen facilities for
their workers. This in fact is a mutual benefit because the
lunch period can be shortened and the workers can obtain an
economic meal. It is, however, a pity that some mills still
cannot afford such facilities and others cannot run their
canteens well to give maximum incentive to the workers.
Interest-free Loans. Interest-free loans are provided
by some large cotton spinning mills to meet contingent needs
of their workers.
Recreational Activities. Organized by the spinning mills
are numerous recreational activities for the workers. Such
activities include athletic events, religious programs, picnics,
social gatherings, social clubs and various competitions with
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FIGURE 3
A LIST OF EMPLOYEE BENEFITS PROVIDED BY
THE HONG KONG COTTON SPINNING INDUSTRY
( A study of 15 spinning mills, March 1971)
(1) Bonuses
Attendance bonus
Lunar New Year bonus
Long service bonus
Suggestion bonus



































Feast in Chinese New Year
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prizes.
The above are the most common facilities provided by
cotton spinning mills in Hong Kong. A more complete list of
employee benefits in the cotton spinning industry is given in
Figure 3 on the previous page.
Characteristics of the Incentive Systems
in the Hong Kong Cotton Spinning Industry
Conformity of Application
From the study of the fifteen textile companies, the
author is amazed at the conformity in the application of incen-
tive methods. This conformity is especially notable in the
wage systems. Piece-rates are used as far as possible and
incentive rates are all calculated at 200 per cent of the normal
wage rate. Overtime premiums are also set in the same manner.
Where non-financial incentives are concerned, every spinning
mill tries to provide as many incentives as possible although
large ones can provide more than the small ones. From the study,
it would be safe to assume that the descriptions in the para-
graphs above give a generalized picture of the incentive systems
of the Hong Kong cotton spinning industry. Conformity is pro-
bably due to the following reasons:
(1) The long history of the cotton spinning industry--
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Cotton spinning is the oldest industry in Hong Kong. Since
1964, it has already a history of over 25 years. It is
natural that an accumulation of experience would result.
(2) Ownership of the industry-- Most of the owners of
the cotton spinning mills are Shanghainese coming from Mainland
China. So, what they use are traditional techniques and
practices.
(3) The existence of an employers' association-- The
Hong Kong Cotton Spinners Association is a long-established
employers' association which includes in its membership practic-
ally all the spinning mills in Hong Kong. Being members of the
same association, it is not surprising that management techniques
used are the same.
(4) Labor turnover among the cotton spinning mills--
The mobility of labor among the spinning mills helps to bring
conformity of incentive methods. As soon as some new incentives
are introduced by one mill, it is very easy for the information
to spread to other firms. In this way there can be no way of
keeping any incentive method a monopoly of a particular firm.
Abundance of Incentives
The cotton spinning industry is noted for an abundance
of incentives. The abundance of incentives would increase
employee morale since workers can enjoy better working conditions
and at the same time get higher wages. They have security in
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their jobs and they enjoy every convenience of employment.
However, the increase of incentives creates the problem of
administration. Not only more personnel are needed to admin-
ister the various incentives, but different kinds of incentives
might not work together harmoniously or in close co-ordination.
For example, whilst it is convenient as well as economical to
live in company dormitories, with the introduction of housing
allowances and free transportation workers would choose to live
outside of their factories because they would be free from the
strict rules and regulations of the dormitories. The author
was frightened at the strictness of dormitory rules when he
visited one of the big textile companies during his field work.
Besides, with the increased complexity of incentive methods, it
is very difficult to control their costs which represent a
great portion of the labor costs. Likewise, it is not easy to
arrive at an accurate labor cost which is essential to a manu-
facturing concern.
Limited Use of Work Measurement in Setting Wages
From the study, the author finds that only one spinning
mill uses work measurement in setting its wages. For the other
fourteen companies, the setting of wages is primarily the re-
sponsibility of'the chief engineer. It is based on his estim-
ation that wages for different kinds of work are proposed to
the management. The final approval of the proposal rests with
the decision of a conference between the mill manager and chief
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engineer. Every month there is a revision of wages and the
process of wage revision is the same as above. Since work
measurement is not used in setting wages, it is highly doubt-
ful that they are an equitable measure of work effort. The
frequency by which wages are revised is also vulnerable to
criticism. But the author was told that it is inevitable be-
cause of the tight labor market which exerts a great pressure
upon the spinning mills. Since wages cannot be an accurate
measure of workers' contribution, some workers may be under-
paid, causing frustration and labor turnover, while others may
be over-paid, resulting in an unnecessary loss on the part of
the employer.
Lack of Standard Costing in Accounting for Labor Costs
Analogous to the previous point is the fact that cotton
spinning mills use actual costing instead of standard costing
in recording wages as well as other production costs. The
author was told that standard costing is not being used because
of the wide fluctuations in the price of raw materials and the
frequent revision of wages. The different types of machinery
used and the variety of products produced would also complicate
the accounting for costs. However, standard costing is a
powerful management tool in a manufacturing concern. It is in
this way that actual costs can be compared to standard costs
and variances can be found. The cause for the variances can
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then be traced to fix responsibility. By using the principle
of management by exception, problems can be pin-pointed to
give better management control.
Lack of A Yardstick to Measure the
Effectiveness of Incentives
Productivity in the cotton spinning industry is commonly
measured by the number of spindles produced per worker. However,
productivity is the joint result of machines, the quality of
management, the quality of labor, the quality of raw materials
and the production method. It is difficult to-single out what
factors are attributable to the productivity. Therefore, it is
impossible to use productivity as a measure of the effectiveness
of incentives, which is only one factor among many. Instead, a
more reasonable yardstick which might be used for this purpose
is the rate of labor turnover. We can assume that the smaller
the labor turnover, the greater is the effect of incentives and
vice versa. This basis of evaluation is suggested because the
incentive system consists essentially of wages, working conditions,
employee benefits and the quality of supervision, all of which
have a direct impact on labor turnover. Before a more accurate
way of evaluation is devised, the author would suggest labor
turnover as a closer means of measurement.
Lack of Promotion Prospects
Industry incentives should include sound and intelligent
promotion policies, since a worker would not like to stay at
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the same level for the whole of his life. He expects to earn
more through promotion, if not otherwise, as time passes.
However, promotion prospects are slim in the cotton spinning
industry. A simple structure of line authority for a typical
spinning mill will demonstrate the fact clearly.
FIGURE 4
STRUCTURE OF LINE AUTHORITY IN SPINNING MILLS











As we can see from Figure 4, the immediate position above
that of worker is foreman. However, the number of foremen is
very small in cotton spinning mills, because their span of
control is rather wide, around 30 to 60 workers. They have to
be highly qualified. Moreover, there is no set promotion sys-
tem for the workers. Many workers can foresee this after work-
ing for some time in a spinning mill. Therefore, instead of
staying in the industry, they learn other skills which enable
them to earn more money, or they save some money and become
hawkers.
Weak Personnel Function
Personnel management is new to every industry in Hong
Kong. Before, when there was an ample supply of labor, person-
nel problems were few and a single welfare officer of some sort
was enough to look after the labor problem. However, with the
growth of new industries and new establishments, such a practice
is no longer adequate. With the impact of a labor shortage
and labor turnover, the cotton spinning industry, as well as
other industries, has found it necessary to expand its person-
nel function to include recruiting, training and development,
wage and salary administration, personnel appraisal, promotion
and transfer, benefits and services, communications and labor
relations. Workers of today want more psychological satisfac-
tion from their jobs. Therefore, accepting the fact that the
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cotton spinning industry cannot offer high wages to their
workers, they must use other methods of motivation in order
to maintain a productive work force. A good personnel depart-
ment will help to achieve this objective.
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CHAPTER IV
SUMMARY, EVALUATIONS AND SUGGESTIONS
It has been pointed out in Chapter III that there are no
accurate means of evaluating the effectiveness of any incentive
systems in industry. A logical index of measurement is the
rate of labor turnover. However, since there is no strong
theoretical support for the application of such an index as a
means of evaluation, the author would simply use the theoretical
discussion in Chapter II as a basis of evaluating the incentive
systems employed in the Hong Kong cotton spinning industry. The
approach is to summarize the practices currently in use and try
to discuss the merits and abuses in the light of their applic-
ation to the local situation. After the evaluation along this
line, the author would attempt to make some suggestions which
he believes to be feasible for the improvement of the existing
systems. However, the suggestions would still be aimed at
minimizing labor turnover rather than increasing labor produc-
tivity directly. The evaluation would be concentrated on both
direct incentives, which are concerned mainly with the wage
system, and indirect incentives, which include bonuses and
allowances, employee benefits, promotion and training, super-
vision, labor relations and working-conditions.
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Evaluation of Direct Incentives
Wages are the most important component of direct incen-
tives in the cotton spinning industry. Although the rise in
the wages of the textile industry since 1964 is about 50 per
cent (see Table 10), they are still lower than the industry
average and much lower than many other industries, such as
garment and wigs industries. In spite of the fact that wages
are relatively low in the cotton spinning industry, which is
inevitable because of the low profit margin of cotton yarns and
the rapid rise in the price of cotton, the wage system carries
the following implications which are essential to the motivation
of work.
(1) An individual incentive is more effective than a
group incentive. According to this view, individual piece rate,
which pay a set amount for every unit a man turns out, should
provide a high incentive. If an individual receives pay accord-
ing to his own effort, he knows he can influence his own pay
packet and will work harder. In a group incentive system, the
whole group shares the rewards for his efforts, so that the
individual incentive is diluted. If some members of the group
work harder and others relax, there may be strains and resent-
ments resulting from the unfairness of spreading the reward over
the entire group. The cotton spinning industry highly observes
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this theory of individual incentives. Whether for time-rated
or piece-rated workers, the incentive payments are directed to
the individuals. However, group incentives of some sort can
also be introduced as an additional incentive to strengthen
group effort.
(2) The incentive is more effective the more rapidly the
wage payment reflects the increased production. Bonuses at
the end of the year are less effective than those at the end of
the week, for the individual loses sight of rewards far off in
the future. For the cotton spinning industry. in Hong Kong, the
rapidity of wage payment is commended because it pays the work-
ers half-monthly. During his private interview with some big
spinning mills, the author also found that premiums for overtime
work and work during holidays would be paid immediately to the
workers on the day they are worked.- This is a most direct in-
centive to the added effort the worker has contributed. Although
it might mean more work for the accounts people, it is never-
theless a correct way towards creating incentives.
(3) The greater the reward for added output, the greater
will be the stimulus. According to this line of reasoning, the
Taylor differential piece-rate system, which pays a higher piece
rate for total output to workers surpassing the standard output,
will provide an extremely high reward for reaching the standard.
A straight piece-rate will be more effective than a 50 per cent
bonus system, which shares the savings in wage cost resulting
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from higher productivity between the workers and management.
The 50 per cent bonus will in turn be more effective than
straight hourly pay. The cotton spinning Industry, although
it does not use the Taylor differential piece-rate system, uses
the straight piece-rate for standard output and a higher rate
(100 per cent) for additional output, which is a strong stimulus
to greater effort.
However, the wage system has the following short-comings:
(1) Generally speaking, the wage level in the cotton spin-
ning industry is low in comparison with other industries even
if the number of indirect incentives are taken into consider-
ation.
(2) The unscientific way of setting up wages, because
work measurement is not used, is liable to give unfair payment
to the workers.
(3) The revision of wages monthly is far too frequent,
causing confusion and complications in the computation of wages,
and
(4) Incentive wages are not used for the general wrokers.
From the above description, we understand that the Hong
Kong cotton spinning industry has acquired the essence of the
monetary theory of motivation. But on the other hand, there
are shortages which have to be overcome.
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Evaluation of Indirect Incentives
Bonuses and Allowances
Bonuses and allowances employed in the cotton spinning
industry are characterised by their abundance by types and
their conformity in application among the cotton spinning mills,
Whilst it is true that the more bonuses and allowances are
used, the higher is their effectiveness in maintaining and
motivating labor, there is a danger of over-emphasizing the
importance of such incentives so that the total labor cost
structure is distorted. The merits and short-comings are
summarized below.
Merits. (1) The more bounses and allowances for workers,
the higher is the pay to them. And we agree that monetary re-
ward is a strong stimulus to workers.
(2) Since the cotton spinning industry is operated in a
system of three eight-hour-shifts, it is difficult to attract
workers to work in night shifts. With the provision of night-
shift and permanent night-shift allowances, this problem can
be alleviated to a certain extent.
(3) The attendance bonus is a strong incentive to encour-
age workers to come to work more regularly. If workers show
good attendance, the production schedule can be more easily met.
Attendance is particularly important in the flow-process type
81
of production, such as cotton spinning, where the slowing. down
of one process due to absenteeism would affect the following
processes.
(4) The long-service bonus is an effective way of keep-
ing workers in a spinning mill, thus reducing labor turnover.
It is believed that if a worker stays in a spinning mill for
two years, the gratuity payment of $500 is well justified.
(5) Overtime premiums would help to solve the labor short-
age problem, which has been made more serious by the new legisl-
ation giving all manual workers one rest-day in every seven
workdays. With the provision of overtime premiums during work
on the stipulated rest-days, workers would come back to work
on a voluntary basis. Night-shift and permanent night-shift
allowances would also take care of the labor shortage in the
night-shifts.
Short-comings. (1) The abundance of bonuses and allowances
would create the problem of inconsistency in their application.
In other words, when all of them are operated at the same time
with the non-financial incentives, the effect of one incentive
may be eliminated by that of another. It also makes adminis-
tration more difficult. As has been mentioned in Chapter III,
with the provision of housing allowances and free transportation,
dormitories became less attractive to certain workers.
(2) Bonuses and allowances are a direct increase of labor
costs to spinning industrialists.
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(3) Since they are applicable to every worker alike
regardless of their work performance, it is by no means an
equitable way of compensating for workers' direct contributions.
(4) Because of the wide application of bonuses and allow-
ances among the cotton spinning mills, there is a tendency for
the workers to take them for granted. So, it is quite a handi-
cap to the smaller spinning mills which are not able to offer
as many incentives to their workers as the large ones.
Non-financial Incentives
Non-financial incentives include facilities and services,
training and promotion, supervision and working conditions.
Like bonuses and allowances, non-financial incentives in the
form of facilities and services are numerous in the cotton spin-
ning industry. Whilst the different types have already been
discussed in the previous chapter, the merits and short-comings
are summarized below.
Merits. Non-financial incentives indirectly add to the
earnings of the workers. Although workers do not receive them
as hard cash, because of the provision of such facilities, their
real income is augmented. For example, the provision of dormi-
tories would save the worker quite a bit of money which other-
wise is used to pay his rent company buses would save his
transportation fares medical schemes take care of his medical
budget.
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(2) Facilities give employees a lot of conveniences in
their work. The provision of dormitories is an obvious example.
Other facilities like company transportation would not merely
reduce the transportation expenses of the workers but also
help to solve their transportation problems especially in times
of bad road conditions and traffic congestion. Canteen fa-
cilities solve the problems for workers who have to take their
lunch outside. Interest-free loans meet employees' emergency
needs.
(3) The provision of air-conditioning in mills is a great
advancement in the cotton spinning industry. Before, workers
had to work in the hot and suffocating mills with cotton
fibres flying every-where, which lowered employee morale. How-
ever, with the provision of air-conditioning, workers can now
work in comfortable, cool mills. And because of the use of
vacuum tubes to suck away the flying cotton fibres, the work
place is much cleaner than before. Although the working con-
ditions are still inferior to those of electronics factories,
they nevertheless offer a good environment to the workers.
(4) The organization by cotton spinning mills of various
recreational activities is a means of releasing the pressures
exerted by heavy work on the workers. Nowadays recreational
activities organized in this manner include all sorts of enter-
tainment, ranging from indoor social gatherings to outdoor
excursions, picnics and various types of ball games. Such
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social functions generate a sense of belonging on the part of
the workers towards their factories and a friendly feeling
towards their fellow workers. It is through mutual understand-
ing that workers would join a group effort and be loyal where
they feel they belong.
Short-comings. (1) Although facilities are numerous
and they add leisure, convenience as well as real income to
the workers, they are very expensive to the employers. Hence,
most small cotton spinning mills are not able to provide them
as extensively as the large ones. However,.air-conditioning
is used throughout the industry.
(2) It is a common practice of cotton spinning industria-
lists to take apprentices and learners into their organizations.
The former are being trained to take up supervisory positions
after their apprenticeship. The latter are hired as new hands
and, after about three months of on-the-job training, would be
considered as skilled and assume the position of permanent
workers. However, apprentices and learners are only admitted
to the bigger companies. The smaller companies neither have
the resources nor the interest in taking such workers. They
would prefer ready-made workers and supervisors from other
spinning mills. This adds to the labor turnover problem of
the industry. Therefore, the author thinks that training is
not satisfactory in the cotton spinning industry. Moreover,
because of the simple organization structure of the cotton
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spinning mills (see Figure 4), promotion prospects for the
workers are not optimistic.
(3) The poor quality of foremen in the cotton spinning
industry is also a negative incentive to the workers. Most
foremen of the industry have not received proper education.
They are usually promoted from the rank-and-file workers. They
may be very skilful in handling the machines and familiar with
their work, but they are far from competent in managing people.
Moreover, the span of control of supervisors is considered to
be too wide, so that they cannot carry out.their supervisory
work in an efficient manner. In fact, most of the work of the
foremen in the cotton spinning industry is soliciting workers
from other mills to work for their own. This again accelerates
the labor turnover problem.
(4) In spite of air-conditioning, working conditions in
a cotton spinning mill are still very bad. Workers have to
stand during their work. Some mills use obsolete machines and
poor material handling devices, which makes the work of the
workers heavier and more difficult.
Suggestions
Before formulating some plans for improvement, let us
examine the reasons for labor turnover which can be summarized
as follows: (1) tight labor-mark-et, (2) bad labor relations,
(3) poor leadership, (4) poor working conditions and obsolete
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machinery, (5) low wages and inadequate fringe benefits.,
(6) some workers only seek temporary work, (7) young workers
are not satisfied because they are too ambitious, (8) many
workers have to study while working if there are conflicts
with his work hours, he will quit, and (9) young men do not
know the importance of experience accumulation.
In order to minimize the labor turnover problem the
following suggestions are given to the local cotton spinning
industrialists.
Setting up a Rational Wage Structure
It must be realized that no wage structure can of itself
provide a high or a low level of wages. The level of wages in
the textile industry depends not only on the efficiency of the
industry, but on several other factors, including the relation
between supply and demand for the goods produced, the competi-
tiveness of the industry in an international context, the level
of wages in neighboring industries, the state of the labor
market, and so on. Those aiming at a good wage structure can
do no more than attempt to ensure it should comply with the
following requirements.
(1) It shall be easily understood by management and
workers.
(2) It shall contain broad job specifications in order
to identify each grade of workers.
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(3) It shall set out clearly the approximate wage. that
each grade of worker may expect to earn.
(4) It shall provide reasonable differentials between
the various grades of workers, these depending on the skill
and responsibility required, and taking working conditions for
each job into consideration.
(5) It shall provide an incentive for each worker to
increase his individual or group efficiency and productivity
and for the management to furnish the necessary conditions to
this end.
Utilizing Job Evaluation
Although the labor-cost content is relatively low in
cotton spinning (it accounts for approximately 10 per cent of
the total production costs), it nevertheless comprises an
important proportion of conversion costs and is one over which
those in charge of production management will normally want
the greatest control. For this reason, the determination of
labor content for any operation or process is most important,
and the techniques of job evaluation have been developed for
this. Job evaluation is the process of comparing jobs with
other jobs in terms of the demands the jobs make on the worker.
These comparisons may be in terms of (1) ranking or grading,
or (2) point values. The primary objective of job evaluation
is to establish the relative requirements of jobs for the
purpose of properly rewarding workers for the work performed.
In order to evaluate jobs in terms of their requirements, it
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is necessary to describe the jobs in detail. This is achieved
by first analyzing the jobs in terms of the requirements (job
analysis) and then writing the descriptions in the light of
the analysis of each job (job description).
Besides rewarding workers properly, job evaluation serves
other purposes:-
(1) It tends to eliminate wage inequalities within the
company.
(2) It provides a relatively objective basis for resolv-
ing wage controversies involving comparative rates.
(3) It enables a company with plants in different areas
to maintain a high degree of standardization even though the
wage levels may be different.
(4) Job descriptions provide information needed for
community wage surveys and comparisons.
(5) Job descriptions may provide information needed in
establishing lines of promotion.
Enlarging the Personnel Function
In the textile industry, not only is there a lack of
recognition of the organizational aspects of personnel work,
but there also tends to be a view that personnel work is merely
synonymous with welfare. Although welfare is important, it is
nevertheless a relatively minor aspect of personnel management
and possibly reflects general management's lack of real under-
standing of the vital relationship between the full personnel
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activity and its own general responsibility. What is needed,
therefore, is a recognition of the personnel specialist as the
expert adviser on organizational structure and its manning in
all its implications, with, at the same time, an understanding
on the part of all managers of their responsibility for the
application of the accepted personnel policy of the enterprise.
Therefore, the personnel function should be enlarged to encom-
pass the following activities.
(1) Employment and conditions of service: The objective
of this function is to see that there is a sufficient and suit-
able supply of recruits when they are required and at the
requisite level of skill and attainment. To accomplish this
objective would require the setting up of job specification,
selection and interview, and follow-up functions.
(2) Training: Training perhaps is the best understood
of all personnel functions, and it is also one where the resultE
can be seen, measured, and evaluated in terms of production,
quality, promotion, and personnel satisfaction. At present,
only large textile mills provide on-the-job training for their
unskilled workers. Smaller firms are either not interested
or cannot afford to carry out this kind of activities.
(3) Industrial relations and communications: The import-
ance of good communications between managers and managed is
widely recognized, and nowadays workers are more articulate
and expect to receive more information on matters that affect
their interests than ever before. Outside the factory, indus-
trial relations in the formal sense take place between represen-
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tatives of employers and trade unions and are concerned with
the traditional subjects of wages and conditions of employment.
It is, however, with industrial relations inside the factory
that the personnel officer is more directly concerned, and,
because of his particular responsibility for the human factor,
he is in a crucial position in the channel of communications.
(4) Remuneration.
Improving the Working Conditions
Working conditions within the cotton spinning industry
have always been bad. With the installation of air-condition-
ing, the situation has already been improved. However, the
flying cotton fibres still present a problem in that they cause
bad health to the workers. In order to make the working place
a clean and healthy environment, the following can be done:
(1) the installation of cleansing devices, (2) the introduction
of new machines, (3) the production of higher quality products,
such as synthetic yarn, and (4) the use of more efficient
material handling devices.
Utilizing the Employers' Association
Although the Hong Kong Cotton Spinners Association has
done a lot in negotiations with the government and other coun-
tries, there is not much understanding or co-operation among
its members. An obvious example. is that member firms attract
workers among themselves by offering their competitors' workers
higher wages. This has two defects: (1) it merely increases
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the rate of labor turnover among the cotton spinning mills,
and (2) it would create a spiral effect on wages. Therefore,
cotton spinning industrialists should try to make every co-
operative effort through the Cotton Spinners Association. They
should arrive at some sort of agreement in order to strengthen
their position against rival industries instead of fighting
among themselves for workers. It is only by means of such co-
operative action that the labor turnover problem could be
minimized.
Setting Up Joint-consultative Committees'
Joint consultation is an accepted machinery for the
expression of internal industrial relations. By setting up
joint consultations, employees can find means of making their
views known to management just as management can find ways of
communicating with groups of workers. To make this explicit
in some form is an obvious means of improving communication.
The spirit of co-operation should be fostered through regular
meetings (1) to study the ways and means of increasing produc-
tion output, (2) to improve the workers' living conditions,
(3) to obtain equitable agreements between labor and manage-
ment, and (4) to plan and train technical personnel so as to
meet the requirements of industrial development. By develop-
ing the works committee system, promoting job security, and
preventing industrial loss, it would be possible (1) to improve
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labor relations, (2) to plan and reach production objectives,
(3) to improve the systems for promoting personnel and deter-
mining wages, and (4) to analyze recreational and welfare
activities.
Reorganizing the Organization Structure
The organization structure of most cotton spinning mills
is not satisfactory. Mill managers do not usually participate
in top management. Sales and production are thus not co-
ordinated. Also from the present organization of the firms,
there is not much opportunity for workers to get promotions.
Therefore, the-organization structure of cotton spinning mills
should be carefully studied to give better management and more
opportunities for the workers to get promotions.
Introducing Direct Incentives for General Workers
General workers account for nearly 50 per cent of the
work force of the cotton spinning industry. It is this group
of workers that faces serious labor shortage. As we have seen,
this group of workers receives day-rated wages which do not
offer them much incentive. Therefore, it is imperative that
these workers be offered more direct incentives. One way of
doing this is to raise their wage scales. In doing this, it
would be possible to attract younger workers who have higher
working efficiencies than those of the existing old workers.
With higher efficiencies, the number of general workers can be
93
reduced to justify the wage raise. Another way is to improve
the system of materials handling, because a great portion of
the work of general workers is concerned with materials handling.
Improving the materials handling-system would produce a better
working situation for the general workers.
Introducing Service Bonuses
The seniority of manual workers is not recognized in the
cotton spinning industry. They do not have annual increases
in their wages. Therefore, it is not easy to keep them in the
industry for long. In order to maintain workers in the spin-
ning mills, cotton spinning industrialists should start to
recognize their seniority by giving an annual increase to their
wages. This can be done in the form of a service bonus cal-
culated at say 5 per cent of their current wages. In this way
workers would be willing to work longer because they would not
be earning the same wages year after year.
The foregoing suggestions merely provide a guideline for
the improvement of the incentive systems of the Hong Kong
cotton spinning industry. The chance of success would depend
on many factors, such as the general labor supply of Hong Kong,
the misconception that blue-collar workers are inferior to
white-collar workers, and whether the profit margin of yarns




The Hong Kong cotton spinning industry is a successful
industry. But its future is not so optimistic. The reasons
are several: (1) the quota limitation of exports to the devel-
oped countries (2) the strong competition from other Asian
countries, such as South Korea and Pakistan (3) the increase
in the prices of raw cotton and labor, and (4) a tight labor
market. Facing the above difficulties, especially the pres-
sure from labor shortage, cotton spinning industrialists
should start to make serious considerations, and a study of




The questionnaire used in this study was designed for
personal face-to-face interview. It was written in Chinese
and used in Chinese during the course of the interview. The
whole questionnaire is translated into English below.
(1) How many workers are now employed by your factory?
(2) How many spindles are there in your factory?
(3) What are the average earnings of your workers?
(4) Do you have a labor shortage problem in your factory?
(5) What is the rate of labor turnover in your factory?
(6) What are the reasons for your workers leaving your factory?
(7) Would you please explain the wage system of your factory?
(8) How do you set your wages for your workers? Do you use
work measurement as a means of setting up your wages?
(9) Would you please describe the bonuses and allowances
currently in use for your workers?
(10) What kind of facilities do you provide for your workers?
(11) Do you have any means of evaluating your incentives?
(12) Do you use standard costing in accounting for your labor
costs?
(13) Do you have any means of controlling your labor costs?
(14) Do you have any training program for your workers?
(15) What is the organizational structure of your factory?
Do you-have a set promotion system for your workers?
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(16) What are the functions of your personnel department?
(17) Do you have a joint consultation in your factory?
(18) What is your opinion about the future of the cotton
spinning industry?
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改 組 內 部 結 構 ， 盡 量 使 生 產 與 營 業 部 門 加 強 聯 繋 ， 共 策 推
行 產 銷 計 劃 ， 同 時 增 加 管 理 層 級 ， 提 供 更 多 升 遷 機 會 ， 及
減 輕 督 導 人 員 之 負 担 。 ㈧ 利 用 更 多 獎 勵 性 工 資 ， 尤 以 什 工
及 書 記 工 為 然 ， 以 吸 引 更 多 工 人 從 事 此 方 面 之 工 作 。 ㈨ 設
立 長 期 服 務 獎 勵 計 劃 ， 以 增 加 工 人 之 信 心 及 歸 屬 感 。
結 論 ： 椑 紡 工 業 迄 今 仍 為 一 成 功 之 行 業 ， 但 前 途 却 未 許
樂 觀 。 目 前 該 業 充 滿 內 憂 外 患 ， 棉 紡 工 業 家 極 需 認 真 考 慮
， 謀 求 應 付 日 益 加 重 之 負 担 ， 至 於 獎 勵 制 度 只 是 整 個 問 題
之 一 小 部 分 而 已 。
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性 工 資 等 。 ㈡ 工 作 評 價 ， 利 用 工 作 分 析 研 究 每 一 工 序 ， 以
工 作 說 明 規 定 各 種 工 人 之 工 作 ， 並 作 為 訂 立 合 理 工 資 之 根
據 。 ㈢ 擴 大 人 事 管 理 之 範 圍 ， 人 事 管 理 不 應 只 限 於 工 人 福
利 活 動 ， 尚 須 包 括 人 力 計 劃 、 招 募 、 訓 練 、 工 業 關 係 、 消
息 傳 遞 、 及 研 究 合 理 待 遇 等 。 ㈣ 改 善 工 作 環 境 ， 盡 量 利 用
新 型 機 器 及 清 潔 搬 運 系 統 ， 以 改 善 工 作 環 境 。 ㈤ 盡 量 利 用
雇 主 公 會 ， 團 結 就 是 力 量 ， 雇 主 公 會 之 會 員 應 團 結 一 致 ，
對 內 互 相 照 應 ， 對 外 採 取 一 致 行 動 ， 以 應 付 外 來 之 壓 力 。
㈥ 設 立 勞 資 協 商 組 織 ， 這 是 內 部 工 業 關 係 之 橋 樑 ， 勞 資 双
方 各 派 代 表 出 席 討 論 有 關 問 題 及 促 進 相 互 利 益 之 措 施 。 ㈦
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㈣ 提 供 較 多 之 方 便 。 缺 點 ㈠ 種 類 遇 多 可 能 產 生 彼 此 不 協 調
之 情 形 ， 產 生 反 效 果 。 ㈡ 直 接 增 加 生 產 成 本 。 ㈢ 不 能 表 彰
個 人 之 努 力 。 ㈣ 遇 於 普 遍 採 用 ， 使 其 刺 激 性 減 低 。 至 於 非
財 務 性 之 獎 勵 ， 優 點 ㈠ 使 工 人 之 實 際 收 入 增 加 。 ㈡ 提 供 各
方 面 之 利 便 。 ㈢ 改 善 工 作 環 境 。 ㈣ 促 進 工 人 間 之 感 情 及 最
屬 感 。 缺 點 ㈠ 直 接 使 生 產 成 本 增 加 。 ㈡ 小 型 工 廠 無 足 夠 財
力 負 担 。 ㈢ 督 導 水 準 低 影 响 士 氣 。 ㈣ 工 作 環 境 仍 未 能 達 致
理 想 。
建 議 ： ㈠ 建 立 一 合 理 之 工 資 結 構 ， 必 須 明 白 淺 易 ， 具 備
工 作 說 明 ， 訂 定 不 同 工 作 之 工 資 額 ， 工 資 差 異 ， 設 立 獎 勵
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見 效 迅 速 ， 平 時 工 資 每 月 發 放 二 次 ， 加 班 工 資 且 於 當 日 發
給 。 ㈢ 多 能 利 用 超 額 獎 以 增 加 工 人 之 工 作 效 率 。 然 而 棉 紡
業 之 工 資 制 度 似 有 以 下 之 缺 點 ： ㈠ 工 資 較 其 他 行 業 為 低 。
㈡ 未 能 利 用 工 作 研 究 以 訂 定 合 理 之 工 資 標 準 。 ㈢ 工 資 調 整
次 數 太 密 ， 且 多 武 斷 。 ㈣ 除 值 車 工 外 ， 其 他 工 人 並 不 採 用
獎 勵 性 工 資 。
非 直 接 獎 勵 之 評 價 ： 一 般 來 說 ， 獎 金 或 津 貼 愈 多 ， 則 其
刺 激 工 人 之 士 氣 愈 大 ， 但 過 分 着 重 此 方 面 之 效 果 ， 可 能 令
整 個 工 資 制 度 受 到 影 响 ， 茲 述 其 優 劣 點 如 下 ： 優 點 ㈠ 使 工
人 收 入 增 加 。 ㈡ 吸 引 工 人 於 夜 班 工 作 。 ㈢ 減 少 曠 工 情 形 ，
9紡 工 業 之 生 產 力 是 以 每 錠 產 量 為 標 準 ， 但 生 產 力 之 增 加 是
原 料 品 質 、 機 器 性 能 、 工 人 質 素 及 管 理 能 力 之 總 結 果 ， 故
生 產 力 之 增 加 並 不 能 作 為 對 各 種 獎 勵 計 劃 之 有 效 衡 量 之 標
準 。 ㈥ 人 事 管 理 不 足 　 由 於 工 商 組 織 日 漸 擴 大 ， 且 工 人 之
供 應 缺 乏 ， 至 令 此 方 面 之 管 理 功 能 需 要 更 為 迫 切 　 ㈦ 缺 乏
升 遷 機 會 。
第 四 章 　 綜 括 、 評 價 與 建 議
直 接 獎 勵 之 評 價 ： 現 時 香 港 棉 紡 業 之 工 資 雖 較 其 他 行 業
為 低 ， 但 基 本 上 仍 有 下 列 優 點 ： ㈠ 注 重 對 個 人 之 獎 勵 而 非
對 團 體 之 獎 勵 ， 更 能 提 高 個 人 之 工 作 熱 枕 。 ㈡ 努 力 之 成 果
8大 多 數 棉 紡 廠 之 主 權 都 屬 於 上 海 來 港 之 工 業 家 ， 歷 史 悠 久
， 加 上 工 人 流 動 率 高 ， 便 得 各 廠 之 獎 勵 制 度 趨 於 一 致 。 ㈡
種 類 繁 多 　 為 了 向 其 他 行 業 爭 取 工 人 ， 及 補 工 作 環 境 之 不
足 ， 棉 紡 廠 都 盡 量 提 供 各 式 各 樣 之 獎 勵 制 度 ， 以 為 招 徠 。
㈢ 未 能 採 用 工 作 研 究 以 建 立 合 理 之 工 資 制 度 　 一 般 習 貫 ，
對 於 工 資 之 訂 立 並 無 一 定 之 標 準 ， 是 故 容 易 產 生 待 遇 不 公
平 之 現 象 。 ㈣ 多 不 採 用 標 準 成 本 制 度 　 大 多 數 之 棉 紡 廠 都
採 用 實 際 成 本 制 度 ， 這 或 由 於 原 料 價 格 變 動 太 大 ， 工 資 計
算 繁 複 ， 及 生 產 變 化 多 之 故 ， 但 標 準 成 本 制 不 失 為 一 重 要
之 管 理 工 具 。 ㈤ 未 能 對 各 種 獎 勵 計 劃 作 出 準 確 之 評 價 　 棉
7資 低 ， 而 晉 升 機 會 少 ， 故 工 人 質 素 較 差 ， 以 上 除 值 車 工 採
用 獎 勵 性 工 資 外 ， 其 餘 皆 屬 計 時 工 ， 屬 呆 工 資 制 ， 故 獎 勵
性 不 大 。
非 直 接 獎 勵 ： 香 港 棉 紡 廠 之 非 直 接 獎 勵 種 類 繁 多 ， 獎 金
與 津 貼 包 括 勤 工 賞 、 農 歷 新 年 獎 、 長 期 服 務 獎 、 交 通 津 貼
、 房 貼 ， □ 貼 ， 麵 包 貼 ， 停 工 津 貼 ， 夜 班 津 貼 、 醫 藥 津 貼
、 勞 工 賠 償 及 假 日 工 資 等 ； 娛 樂 及 福 利 設 施 包 括 空 氣 調 節
之 廠 房 、 工 人 宿 舍 、 廠 車 、 飯 堂 ， 免 費 貸 款 及 各 種 康 樂 活
動 等 。
香 港 棉 紡 業 獎 勵 制 度 之 特 性 ： ㈠ 施 行 之 普 遍 　 大 概 由 於
6較 高 ， 主 要 由 於 他 們 之 工 資 為 獎 勵 性 工 資 ， 屬 計 件 制 ， 且
有 超 額 獎 ， 故 此 熟 手 工 人 連 津 貼 在 內 每 月 之 工 資 甚 為 可 觀
； 保 全 技 工 需 要 機 械 知 識 ， 一 般 要 較 長 時 期 之 訓 練 ， 由 於
訓 練 期 間 工 作 辛 苦 而 工 資 較 低 ， 工 人 流 動 率 很 大 ； 什 工 之
工 作 屬 吃 重 及 較 骯 髒 者 ， 故 一 般 年 青 工 人 多 不 願 做 ， 由 於
什 工 在 紡 廠 中 佔 有 重 要 之 地 位 ， 此 類 工 人 之 缺 乏 直 接 影 响
生 產 及 品 質 ； 練 習 工 可 養 成 工 屬 生 手 工 人 ， 須 經 數 月 之 訓
練 才 能 成 為 正 式 工 人 ， 由 於 生 手 ， 故 其 所 能 賺 得 之 工 資 較
低 ， 而 且 訓 練 工 人 成 本 昂 貴 ， 一 般 規 模 較 小 之 工 廠 且 不 能
負 担 ； 書 記 工 屬 工 廠 文 員 ， 由 於 工 作 環 境 差 ， 工 時 長 及 工
5工 人 與 工 資 ： 一 九 七 ○ 年 ， 香 港 棉 紡 業 雇 用 工 人 共 二 萬
一 千 七 百 四 十 七 人 ， 較 一 九 四 七 年 之 一 百 ○ 二 人 增 加 達 二
百 倍 以 上 。 近 年 來 工 人 之 缺 乏 已 成 為 香 港 棉 紡 業 最 嚴 重 之
問 題 ， 究 其 原 因 ， 主 要 由 於 該 行 業 工 資 較 低 ， 工 作 環 境 較
差 ， 工 人 需 輪 班 工 作 及 站 立 操 作 等 。 故 一 般 年 青 工 人 多 不
願 長 期 工 作 ， 而 至 工 人 流 動 率 甚 高 ， 每 於 農 曆 新 年 工 人 領
得 年 終 獎 金 後 ， 一 般 棉 紡 廠 都 會 出 現 工 人 奇 缺 乏 現 象 。
直 接 獎 勵 ： 簡 單 來 說 ， 直 接 獎 勵 即 為 工 資 結 構 。 棉 紡 業
之 工 人 大 致 可 分 為 五 大 類 、 即 值 車 工 、 保 全 技 工 、 什 工 、
練 習 生 或 養 成 工 、 書 記 工 。 以 上 各 類 工 人 以 佱 車 工 之 工 資
4非 直 接 獎 勵 ： 其 意 義 並 非 根 據 工 人 所 付 出 勞 力 之 多 少 而
給 予 報 酬 ， 而 是 一 種 輔 助 性 之 獎 勵 ， 使 工 人 有 更 多 入 息 或
閒 暇 之 時 間 ， 工 作 安 定 ， 工 作 舒 適 及 享 受 各 種 福 利 設 施 。
無 論 何 種 獎 勵 制 度 ， 其 目 的 都 為 刺 激 工 人 之 士 氣 ， 使 他
們 樂 意 而 有 效 地 進 行 生 產 工 作 。 然 而 各 種 獎 勵 計 劃 之 有 效
程 度 如 何 ， 工 業 家 至 今 仍 未 能 作 出 準 確 之 評 價 ， 唯 一 可 以
肯 定 者 ， 為 此 等 計 劃 必 能 敇 工 人 ， 使 其 產 生 工 作 熱 枕 ，
由 此 而 提 高 生 產 效 率 。
第 三 章 　 香 港 棉 紡 工 業 之 獎 勵 制 度
3不 能 生 產 。 如 何 鼓 勵 工 人 努 力 地 完 成 各 項 工 作 ， 即 為 獎 勵
制 度 所 需 達 成 之 目 的 。
工 業 獎 勵 一 般 可 分 為 財 務 性 及 非 財 務 性 ， 前 者 指 金 錢 上
之 報 酬 ， 而 後 者 則 包 括 工 作 環 境 ， 福 利 設 施 以 及 升 遷 機 會
等 。 從 另 一 角 度 言 ， 工 業 獎 勵 又 可 分 為 直 接 與 非 直 接 兩 類
， 茲 分 述 如 下 ：
直 接 獎 勵 ： 直 接 獎 勵 之 意 義 為 報 酬 根 據 工 人 所 付 出 之 勞
力 或 貢 獻 之 多 少 而 定 ， 獎 勵 性 工 資 或 計 件 工 資 為 直 接 獎 勵
之 典 型 例 子 ， 其 特 色 為 使 生 產 力 與 工 人 入 息 產 生 直 接 之 關
係 ， 以 減 少 浪 費 及 機 器 空 閒 之 時 間 。
2本 港 紡 織 業 製 品 限 制 入 口 ， 另 方 面 又 面 臨 其 他 亞 洲 國 家 以
低 廉 勞 工 競 爭 之 威 脅 ， 近 數 年 來 更 因 本 港 勞 力 供 應 缺 乏 及
新 興 工 業 之 興 起 ， 使 工 人 流 動 率 劇 增 ， 尤 以 棉 紡 業 受 影 响
最 甚 。 本 文 研 究 之 目 的 ， 在 分 析 棉 紡 業 現 行 之 獎 勵 制 度 ，
就 為 何 維 持 工 人 及 吸 引 新 工 人 方 面 略 抒 已 見 ， 以 供 棉 紡 工
業 家 參 考 。
第 二 章 　 一 般 之 工 業 獎 勵
工 業 之 生 產 資 源 簡 單 來 說 包 括 人 力 、 原 料 、 及 機 器 設 備
， 而 人 力 則 為 一 共 同 因 素 ， 因 原 料 與 機 器 設 備 若 乏 人 力 亦
1香 港 棉 紡 工 業 獎 勵 制 度 之 研 究 黎 可 敬
第 一 章 　 緒 論
紡 織 工 業 就 出 口 總 值 或 雇 用 人 數 言 ， 均 為 香 港 最 大 之 工
業 。 一 九 七 ○ 年 末 ， 本 港 出 口 總 值 百 分 之 四 十 五 為 紡 織 製 品
， 而 受 僱 於 該 行 業 之 工 人 佔 全 港 工 作 人 口 百 分 之 四 十 ，
紡 織 業 包 括 棉 紡 、 毛 紡 、 漂 染 、 棉 織 、 毛 織 及 製 衣 六 大 類
， 而 棉 紡 則 為 整 個 紡 織 工 業 之 基 礎 ， 事 實 上 本 港 織 廠 所 用
棉 紗 百 分 之 九 十 俱 由 本 地 棉 紡 廠 供 應 ， 可 見 棉 紡 業 之 重 要
性 。
然 棉 紡 工 業 之 前 途 却 充 滿 憂 慮 ， 一 方 面 由 於 先 進 國 家 對


